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To Our |

share;holders

Exciting business
opportunities continue to unfold for
SPX and our customers throughout

the global marketplace,

s communities around
the world develop and
grow, we also grow,
fueled by the need

for infrastructure to
deliver power and energy to people
in these emerging markets. On the
cover of this year's annual report,
we feature our latest investment

in global expansion, the newly-
opened SPX Asia Pacific Center. This
regional research and development
center will support our ongoing
new product development initiative
and our ability to service the Asia
Pacific markets.

These global strategic
opportunities challenge and inspire
us. There is a new enthusiasm
throughout our enterprise, as
employees collaborate to explore
and pursue new ways to leverage
our talent and technology. As SPX
introduces innovative customer
solutions across businesses and in

new markets, we look for answers
that not only push product
performance to new levels, but also
improve the quality of life in the
world around us.

Consistent, Focused
Direction

The consistent, focused
direction of SPX paid off with
strong operating results in 2006.
Revenues for the year were $4.31
billion, up 11.8% from 2005. Organic
revenue growth was 9.7%, driven
by increased global investment in
energy infrastructure, emerging
markets in China, the Middle East
and Africa, as well as significant new
product development. Through
ongoing international expansion
we have increased the percentage
of revenues generated outside of
North America from 30% in 2004
to 43% in 2006. Our sales into
the power and energy market

Christopher J. Kearney
President and
Chief Executive Dfficer
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David A. Kowalski
Segment President,
Test and Measurement

increased and now represent 33%
of our revenue by end market.
SPX’s performance has improved
significantly over the past two years,
establishing a solid foundation for
continued upward movement.
Segment income for 2006
increased 19% to $497.3 million
and segment margins expanded
70 points to 11.5%. Reported
earnings per share were $3.65 up
from $0.02 in 2005. In 2006, we
repurchased 8.7 million shares
of SPX stock at an average price
of $50.19 per share and paid $60
million in cash dividends to our
shareholders. SPX ended 2006 with
strong results and the financial
flexibility to invest in new product
development and targeted
strategic acquisitions
for growth.

Business Highlights

In 2006, SPX continued to
deliver solid shareholder value as a
company well positioned for long-
term growth.

In addition to completing the
sale of two non-core businesses,
Vance and Dock Products, SPX
began the sales process for the
Contech automotive components
business. In 2006, we also

Robert B. Foreman
Executive Vice Prasident,
Human Respurces and Asia Pacific

Patrick J. O'Leary
Executive Vice President
and Chief Financial Officer

completed the strategic acquisition
of Custos, a $100 million Sweden
based manufacturer of flow
products for the sanitary flow
market. We expect Custos to be
a significant contributor to the
Flow Technology segment in 2007,
CarTool, the European specialty
tool manufacturer we acquired in
2005, is now fully integrated into
our Service Solutions business.
The result is a cohesive business
group in each of our growth
platforms—Flow Technology, Test
and Measurement, and Thermal
Equipment and Services—that
together generate approximately
80% of SPX's annual revenues.

in addition, we made
significant progress in our
commitment to operational
excellence through our six
operating initiatives: lean
manufacturing, supply chain
management, new proeduct
development, organizational
development, emerging markets
and information technology.
These combined improvements
in operational and sales
performance helped increase
investor confidence in SPX, and
increased the value of SPX stock.
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Kevin L. Lilly
Senior Vice President,
Secretary and General Counsel

Christopher J. Kearney
President and
Chief Executive Officer

Long-Term Growth Strategy

Organic growth and a disciplined
approach to acquisitions are the key
elements of our long-term growth
strategy. To grow organically, we intend
to expand our presence in emerging
markets, leverage worldwide distribution
channels and expand our existing
products and services globally. We are
accelerating research and new product
development to meet the changing
needs of our customers and capitalizing
on high margin, cross-business
technology opportunities. Finally,

SPX plans to grow through targeted
acquisitions in our three core business
segments where we believe the most
global growth opportunities exist.

The Journey Ahead

I'd like to thank our employees
throughout the world who have
worked diligently to make SPX
successful. | enjoyed meeting and
talking with many of you in 2006
through our town hall events in North
America and Europe,

| also offer a special note of
appreciation to two SPX board
members who are stepping down after
many years of distinguished service to
our company: Chuck Johnson, Chairman
of SPX Corporation, and board member

James Peters
Vice President,
Dperations

DonL. Canterna
Segment President,
Flow Technology

Sharon Jenkins
Chief Marketing Officer

SIS

Cumulative Shareholder Return

5100 Invested on December 31, 2004 would be valued
at over 5183 on March 12, 2007

SPX Corporation
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David Williams. We have benefited
greatly from their vision and counsel,
and wish them wellin their retirement.
I'm very pleased about 5PX’s
performance in 2006. | look forward
to more exciting times ahead, as
our journey to embrace a world of
opporturiity continues.

Sincerely,

Christopher J. Kearney
President and Chief Executive Officer

March 12, 2007
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World demand for all forms of energy is expected
to grow by 54% over the next two decades.

t SPX, we are
investing in products
and technologies
that improve the
quality of life for
people across many regions of the
world. In response to the growing
worldwide demand for power
and energy, we are focused on
building a global infrastructure to
deliver those resources. In 2006,
nearly 60 percent of SPX revenue
served the global infrastructure
market, and one-third of our

revenue related to energy
infrastructure.

To meet the need for power
generation driven by both new
power plant construction and
refurbishments, SPX offers expert
technology to make cooling
systems for power plants.

To serve the heating, ventilation
and air conditioning (HVAQ)
market, we produce innovative
heating and cooling solutions
that control the temperature in
museums and sports arenas as

well as commercial buildings

and homes throughout
neighborhoods around the

world. Our medium-sized

power transformers are a critical
component to fill demand in the
power distribution market. Finally,
our custom-engineered valves,
pumps and mixers provide service
and product {eadership in the oil,
gas and mining markets.

SPX continues to focus research
and development efforts on
environmentally friendly products
that help conserve natural
resources used in supplying
power and energy. In Europe,

SPX Cooling Technologies is




supplying the UK's Centrica

Power project with innovative

dry technology to address water
conservation concerns.

In North America, SPX signed

an agreement to install Air2Air™
water-saving technology on a
cooling tower at the PNM San Juan
Generating Station in New Mexico.
This full-scale water conservation
test is being conducted under

the U.S. Department of Energy,
National Energy Technology
Laboratory (DOE/NETL)
Innovations for Existing Plants
program. A DOE grant will fund
most of this test project.

il TI\ A} b
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In 2006, Alstom Power ordered
a dry cooling system from SPX
for the Centrica Power project
in Langage, United Kingdom.
This 885-megawatt project is
one of the largest combined
cycle power plants in Europe to
use dry cooling technology.

Dry cooling technology

can help conserve water,
which evaporates during the
traditional cooling process.
This application of dry

cooling technology shows
how environmentally friendly
technology provides a smart
alternative that helps conserve
limited resources.
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| and anticipate market challenges. Together,

he new product pipeline
at SPX continues to
provide our customers
with creative solutions
that help them compete
effectively in the global marketplace
as well as comply with new
regulatory requirements.
Between 2003 and 2005, we
introduced 26 flow technology
products, with over 60 new

we build innovative, industry-leading solutions,

products expected between
2006 and 2008. This accelerated
pace of innovation is driven
largely by demand in key markets
such as food and beverage,

oil and gas, chemical,
petrochemical and wastewater.
The 2006 acquisition of Custos
added more scale to our process
equipment business, and is
expected to expand SPX’s

European presence by over
$100 million in 2007 revenue.

SPX also is working with our
customers to introduce the next
generation of products with
upgraded digital technology.
Examples include broadcast
antennas and cables for mobile
TV wireless networks, electronic
automotive diagnostic equipment,
new equipment for on-screen
display of underground cable and
piping, and ticket vending machines
that accept electronic payment
from transit system travelers.

Our product development
partnerships with customers




resulted in awards of excellence
and new business opportunities.
Thermal Product Solutions
earned one of Intel Corporation’s
Preferred Quality Supplier
coveted awards while Harley-
Davidson Motor Company
selected Service Solutions as

the global supplier to support
its Digital Technician diagnostic
system. In addition, Renault

UK Limited and Nissan Motor
GB have named SPX Service
Solutions'Valley Forge as

their new training provider to
develop a world class training
environment for both brands.

Research is underway to
produce alternative fuels that
use clean, renewable resources.
One of those alternatives

is ethanol, most commonly
used to increase octane and
improve the emissions quality
of gasoline.

SPX valves and actuators help
control fermentation tank
temperatures and manage the
distillation process to produce
ethanol, created from

starch crops such as corn,
barley or wheat, or other
starchy plant materials.
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SPXis cultivating a continuous improvement culture
to drive long-term sustainable growth.

ur business
capabilities and
professional expertise
are a rich resource
as we strive to
elevate SPX to even higher levels
of performance. In 2006, the SPX
Commercial Technology Summit,
internal trade fair and Global Growth
Week were milestone events that
engaged research and development,
product management and
marketing professionals from regions
around the world. Teams of people
collaborated across businesses,

8

exploring opportunities to leverage
talent, resources and technologies
to create innovative customer
solutions in high-growth markets.
We launched the Free to Flourish
program in 2006, designed to
increase the speed of innovation
across SPX. The first project of this
program leveraged SPX Dielectric’s
technology and equipment to
create a remote-monitoring system
for SPX Cooling Technologies
cooling towers. A second
collaboration combined two SPX
brand products, TPS chambers and

injinformationfsysterslas} L‘

LDS shaker tables, to create a
system sclution, eliminating time
and cost previously required to
engage a third-party supplier for
our customers,

Lean Manufacturing, Supply
Chain Management, Information
Technology and Crganizational
Development initiatives continued
to improve quality and internal
efficiencies throughout our
enterprise. In its second year
as a corporate initiative at SPX,
Lean Manufacturing moved
from continuous training of Lean
principles throughout the global
organization to identifying areas
and taking specific actions to
eliminate waste. Our supply chain




management program leveraged
spend across the strategic supply
base and expanded strategic
commodity efforts globally.

In 2006, the Information
Technology initiative
consolidated 16 systems
for increased efficiency and
invested $20 million in the IT
infrastructure to support global
expansion and business analysis.
Organization Development
focused on talent and leadership
development, providing training
tools and programs as well as
identifying peopte with the skills
and passion to drive the success
of our operating initiatives.

Our product development and
marketing teams are partnering
with our customers to meet their
needs for innovative applications,
value-added component systems
and technologies that reduce
impact on the environment. Our
newest Robinair brand refrigerant
recovery and recharging unit
offers better service and reliability
for the customer while meeting
the U.S. Environmental Protection
Agency’s mandatory standards for
refrigerant emissions in

the atmosphere,

To create expansion solutions for U.S. and European carmakers, SPX also is
leveraging our growing presence in China. With increased purchasing power,
the new middle-class in China has become a target market for a wide range
of durable goods, including cars manufactured and serviced in China.
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Respecting
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around us

We strive to improve the quality of life in the
communities where we live and work as well as
protect the resources of the world around us.

t SPX, we recognize

our responsibility as

a corporate citizen

to explore new ways

to make our world a
better place. To improve air quality,
for example, SPX picneered the
development of equipment that
recovers and recharges the refrigerants
for a car's air conditioning system.
These innovative products help
automotive repair businesses meet
environmental standards and reduce

refrigerant release into the atmosphere.

10

In addition, our flue gas
desulfurization mixer technology
helps reduce sulfur dioxide emissions
created by the coal or oil used to
generate steam for power plants.

In the search for clean-burning,
renewable fuel alternatives like
ethanol, SPX valves and actuators
are critical components, controlling
fermentation temperatures during
the distillation process.

Water conservation is another
priority for SPX, resulting in our
patented water-saving technologies

developed for power generating
plants. Innovative aquatic lighting
systems developed by SPX also help
save the lives of fish that populate
bodies of water adjacent to these
power plants.

From individual volunteerism,
to business and corporate-level
contributions, SPX believes in the
power of community enrichment. We
encourage our employees to support
organizations that promote education
and human services, doubling their
donations through SPX Foundation’s
matching gift program.

We are inspired and committed to
finding smarter, sustainable business
solutions that benefit us all - today
and for future generations.




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2006, or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to .
Commission file number: 1-6948

SPX Corporation
{Exact Name of Registrant as Specified in Its Charter}
Delaware 38-1016240
(State or Other Jurisdiction of {1.R.S. Employer Identification No.)
Incorporation or Organization)

13515 Ballantyne Corporate Place
Charlotte, NC 28277
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area code: 704-752-4400
Securities registered pursuant to Section 12(b) of the Act:

(Mark One)
x1

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, Par Value $10.00 New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:
None
{Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes No O

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d} of the Act.
Yes O No X

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required
to file such reponts), and (2) has been subject to such filing requirement for the past 90 days. Yes X No O

Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S-K is not contained herein,
and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by
reference in Part Il of this Form 10-K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.
See definition of “accelerated filer” and “large accelerated filer” in Rule 12b-2 of the Exchange Act. Large Accelerated
Filer B9 Accelerated Filer O Non-Accelerated Filer O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [ No

The aggregate market value of the voting stock held by non-affitiates of the registrant as of June 30, 2006 was
$3,266,584,185. The determination of affiliate status for purposes of the foregoing calculation is not necessarily a conclusive
determination for other purposes.

The number of shares outstanding of each of the registrant's classes of common stock, as of February 23, 2007, was
59,705,680.

Documents incorporated by reference: Porticns of the Registrant’s Proxy Statement for its Annual Meeting to be held on
May 4, 2007 are incorporated by reference into Part lil of this Annual Report on Form 10-K,




PART 1
ITEM 1. Business
{All dollar and share amounts are in millicns, except per share data)
Forward-Looking Information

Some of the statements in this document and any documents incorporated by reference constitute “forward-looking
statements” within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
These statements relate to future events or our future financial performance and involve known and unknown risks,
uncertainties and other factors that may cause our businesses’ or our industries’ actual results, levels of activity,
performance or achievements to be materially different from those expressed or implied by any forward-looking statements.
Such statements include statements about our plans, strategies, prospects, changes and trends in our business and the
markets in which we operate under the heading “Management's Discussion and Analysis of Financial Condition and Results
of Operations” ("MD&A"). In some cases, you can identify forward-looking statements by terminology such as “may,”
“couid,” “would,” “should,” “expect,” “plan,” “anticipate,” “intend,” "believe,” “estimate,” “predict,” “potential” or “continug”
or the negative of those terms or other comparable terminciogy. These statements are only predictions. Actual events or
results may differ materially because of market conditions in our industries or other factors, and forward-looking statements
should not be relied upon as a prediction of actual results. In addition, management'’s estimates of future operating resuits
are based on our current complement of businesses, which is subject to change. All the forward-looking statements are
qualified in their entirety by reference to the factors discussed in this document under the heading “Risk Factors” and in any
documents incorporated by reference that describe risks and factors that could cause results to differ materially from those
projected in these forward-looking statements. We undertake no obligation to update or publicly revise these
forward-looking statements to reflect events or circumstances that arise after the date of this Report.

Business

We were incorporated in Muskegon, Michigan in 1912 as the Piston Ring Company and adopted our current name in
1988. Since 1968, we have been incorporated under the laws of Delaware and we have been listed on the New York Stock
Exchange since 1872.

We are a global multi-industry manufacturing company with operations in over 20 countries and sales in over 100
countries around the world. The majority of our revenues, approximately 80% in 2006, are driven by global infrastructure
development. Qur infrastructure-related products and services include wet and dry cooling systems, thermal service and
repair work, heat exchangers and power transformers into the global power market. We also provide pumps, metering
systems and valves into the global oil and gas, chemical and petrochemical exploration, refinement and distribution markets.
Our infrastructure-related products alse include packaged cocling towers, boilers, heating and ventilation equipment and
filters. We continue to focus on developing and acquiring products and services to serve global infrastructure development,
as we believe that future investments in these end markets in both emerging and developed economies around the world
provide significant opportunities for growth.

The other major compaonent of our revenues is test and measurement products and services, representing 26% of our
2006 revenues. In this area, we provide, among other things, electronic diagnostic systems, specialty service tools, service
equipment, and technical information services with a primary focus on the global transportation market. Qur strategy
includes partnering with manufacturers ¢of automaebiles, agricultural and construction equipment and recreational vehicles,
among others, to provide solutions for maintaining and servicing these vehicles after sale. With the expanding global
population and demand for vehicles, we believe there are significant future growth opportunities in this market.

Our operating strategy is focused on an integrated leadership process that aligns performance measurement, decision
support, compensation and communication. This process includes:

+ a demanding set of leadership standards to drive achievement of results with integrity;

» expanding our technological leadership and service offerings with a market focus on providing innovative, critical
solutions to our customers;

» growing through internal development and strategic, financially compelling acquisitions;

» Increased globalization with a focus on emerging economies and markets,




» right-sizing our businesses to market and economic conditions to protect against economic downturns and take
advantage of strong economic cycles;

« focusing on continuous improvements to drive results and create shareholder value; and
« strategically analyzing our businesses to determine their long-term fit.

Unless otherwise indicated, amounts provided throughout this Annual Report on Form 10-K relate to continuing
operations only.

Segments

Our strategy is to have a centralized approach to continugus improvement, including lean manufacturing, supply chain
management, organizational development, and global expansion, with the intent of capturing synergies that exist within our
businesses and, ultimately, on driving revenue, profit margin, and cash flow growth. We believe that our businesses are well
positioned for growth in these metrics based on our current continuous improvement initiatives, the potential within the
current markets they serve, as well as the potential for expansion into additional markets. Beginning in the first quarter of
2005, we aggregated our global platforms into three segments, identified as Flow Technology, Test and Measurement, and
Thermal Equipment and Services. Each of the remaining businesses within our portfolio generally represent Narth American
focused industrial operations that lack global scale and are not currently projected to be the focus of acquisition growth. We
have aggregated these businesses into a fourth segment identified as Industrial Products and Services.

We aggregate our operating segments into four reportable segments in accordance with the criteria defined in SFAS
No. 131, "Disclosures about Segments of an Enterprise and Related Information” {*SFAS No. 1317). The factors considered
in determining our aggregated segments are the economic similarity of the businesses, the nature of products sold or
services provided, production processes, types of customers and distribution methods. In determining our segments, we
apply the threshold criteria of SFAS No. 131 to operating income or loss of each segment before considering impairment
and special charges, pensions and postretirement expenses, stock based compensation and other indirect corporate
expenses. This is consistent with the way our chief operating decision maker evaluates the results of each segment. For
more information on the results of our segments, see Note 5 to our consolidated financial statements.

Fiow Technology

Our Flow Technology segment had revenues of $360.2, $878.1, and $810.9 in 2006, 2005, and 2004, respectively. This
segment designs, manufactures and markets products and solutions that are used to process or transport fluids, as well as
solutions and products that are used in heat transfer applications and airflow treatment systems. Our focus is on innovative,
highly-engineered new product introductions and expansion from products to systems and services to create total customer
solutions. Qur primary products include high-integrity pumps, valves, fluid mixers, agitators, metering systems, filters and
dehydration equipment. Qur primary global end markets, in order of relevance, are sanitary food, beverage and
pharmaceutical processing, general industrial, chemical processing, oil and gas processing, power generation, and mining.
We seli to these end markets under the brand names of Waukesha Cherry-Burrell, DeZurik, Lightnin, Copes-Vulcan, M&J
Valves, and Bran & Luebbe. Competitors in these fragmented markets include Alfa Laval, GEA, Fisher, Haywood,
Chemineer, EKATO, Lewa, Fristam, and Sudmo. The segment continues to focus on initiatives such as a global ERP system
implementation and lean manufacturing improvements. The primary distribution channels for the Flow Technology segment
are independent manufacturing representatives and direct to customers.

Test and Measurement

Our Test and Measurement segment had revenues of $1,137.5, $1,059.6, and $1,092.6 in 2006, 2005, and 2004,
respectively. This segment engineers and manufactures branded, technologically advanced test and measurement products
on a global basis across the transportation, defense, telecommunications, and utility industries. Our technology supports the
introduction of new systems, expanded services, and sophisticated testing and validation. Products for the segment include
specialty diagnostic service tools, fare collection boxes, portable cable and pipe locaters, and vibration testing equipment.
Our diagnostic service tools product line includes diagnostic systems and service equipment as well as specialty tools. We
sell diagnostic systems and service equipment to the franchised vehicle dealers of original equipment manufacturers
{“OEMs"}, aftermarket national accounts, and independent repair facilities. We sell diagnostic systems under the OTC,
Actron, AutoXray, Tecnotest, and Robinair brand names. These products compete with brands such as Snap-on and ESP.
We intend to grow this business by developing new service capabilities and strengthening alliances in diagnostic platforms.
We sell our specialty tools to franchised vehicle dealers, aftermarket national accounts, and independent repair facilities. We




are a primary global provider of specialty tools for motor vehicle manufacturers’ dealership networks to General Motors,
Ford, Daimler Chrysler, BMW, Harley Davidson and John Deere, and a primary domestic provider to Toyota and Nissan.
Sales of specialty service tools essential to deaterships tend to vary with changes in vehicle systems design and the number
of dealerships and are not directly correlated with the volume of vehicles produced by the motor vehicle manufacturers. The
segment sells automated fare collection boxes to municipal bus and rail transit systems, as well as postal vending systems,
primarily within the North American market. Our portable cable and pipe locator line is composed of electronic testing,
monitoring, and inspection equipment for locating and identifying metallic sheathed fiber optic cable, horizontal boring
guidance systems, and inspection cameras. The segment sells this product line to a wide customer base, including utility
and construction companies, municipalities, and telecommunication companies. We sell our vibration testing equipment
primarily to the aerospace, automotive, and electronics industries, with our main competitors being IMV and Upholtz Dickie.
The segment continues to focus on initiatives such as lean manufacturing and expanding its commercialization of the China
market. The primary distribution channels for the Test and Measurement segment are direct to OEMs and OEM dealers,
aftermarket tool and equipment providers, and retailers.

Thermal Equipment and Services

Our Thermal Equipment and Services segment had revenues of $1,378.9, $1,204.3, and $1,065.3 in 2006, 2005, and
2004, respectively. This segment engineers, manufactures, and services cooling, heating, and ventilation products for
markets throughout the world. Products for the segment include dry, wet, and hybrid cooling systems, ceoling towers, and
air-cooled condensers for the power generation, refrigeration, HVAC, and industrial markets, as well as hydronic and heating
and ventilation products for the commercial and residential markets. This segment also provides thermal components for
power and steam generation plants and engineered services to maintain, refurbish, upgrade, and modernize power stations.
We sell our cooling products and services under the brand names of Marley, Balcke, Ceramic, and Hamon Dry Cooling, with
the major competitors to these product and service lines being Baltimore Aircoil, Evapco, and GEA. Our hydronic preducts
include a complete line of gas and oil fired cast iron boilers for space heating in residential and commercial applications, as
well as ancillary equipment. The segment’s hydronic products compete mainly with Burnham and Buderus. Our heating and
ventilation product line includes i) baseboard, wall unit, and portable heaters, ii) commercial cabinet and infrared heaters,
iii) thermostats and controls, iv) air curtaing, and v) circulating fans. The segment sells heating and ventilation products
under the Berko, Qmark, Farenheat, Aztec, Patton, and Leading Edge brand names, with the principal competitors being
TPI, Quellet, and Dimplex for heating products, and Lenexa, TPI, and Air Master for ventilation products. The segment
continues to focus on expanding its global reach, including expanding its dry cooling, heating, and ventilation presence in
Asia, as well as increasing thermal components and service offerings, particularly in Asia and Europe. The primary
distribution channels for the Thermal Equipment and Services segment are direct to customers, independent manufacturing
representatives, third party distributors and retailers.

Industrial Products and Services

Our Industrial Products and Services segment had revenues of $836.7, $716.0 and $670.3 in 2006, 2005, and 2004,
respectively. The segment includes operating units that design, manufacture, and market power systems, industrial tools
and hydraulic units, filters primarily for the automotive industry, precision machine components for the aerospace industry
and television broadcast antenna systems. The primary distribution channels for the Industrial Products and Services
segment are direct to customers, independent manufacturing representatives and third party distributors.

Acquisitions

We regularly review and negctiate potential acquisitions in the ordinary course of business, some of which are or may
be material. We will continue to pursue acquisitions and we may consider acquisitions of businesses with more than
$1,000.0 annuai revenues. In December 2006, we compieted the acquisition of Aktiebolaget Custos (“Custos”™) within our
Flow Technology segment for a purchase price of $184.0, which was net of cash acquired of $4.4 and included debt
assumed of $23.2 and a provision of $5.5 for shares of Custos that had yet to be tendered as of December 31, 2006. Custos
had revenues of approximately $107.0 in the twelve months prior to its acquisition.

Divestitures

As part of our operating strategy, we regularly review and negotiate potential divestitures in the ordinary course of
business, some of which are or may be material. As a result of this continuous review, we determined that certain of our
businesses would be better strategic fits with other companies or investors. In accordance with Statement of Financial
Accounting Standards (“SFAS") No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” we report




businesses or asset groups as discontinued operations when the operations and cash flows of the business cr asset group
have been or are expected to be eliminated, when we do not expect to have any continuing involvement with the business or
asset group after the disposal transaction, and when we have met these additional six criteria:

+ management has approved a plan to sell the business or asset group;

the business or asset group is available for Immediate sale;

an active program to s&ll the business or asset group has been initiated;

the sale of the business or asset group is probable within one year;

the marketed sales value of the business or asset group is reasonable in relation to its current fair value; and
s itis unlikely that the plan to divest the business or asset group will be significantly alterad or withdrawn,

The following businesses, which have been sold, met the above requirements and therefore have been reported as
discontinued operations for all periods presented:

Discontinued During Actual Closing

Business the Quarter Ended Date of Sale
Dock Products ("DOCK ) . . ..o e June 30, 2006 Q4 2006
Dielectric Tower (“Tower™) . ... ... i e e December 31, 2005 Q1 2006
Security and protection business ("Vance”) ....... .. i i e September 30, 2005 Q1 2006
Mueller Steam, Febco and Polyjet productlines. . ............... ... .. ...... September 30, 2005 Q4 2005
Aftermarket automotive products business (“Carfel™). ............. ... ... .. ... March 31, 2005 Q3 2005
Lab and life science business ("Kendro™) . ... ... L. December 31, 2004 Q2 2005
Brookstone telecommunication servicesbusiness. .. ......... ... ..o o March 31, 2005 Q1 2005
Fire detection and building life-safety systems business ("EST™)................. December 31, 2004 Q1 2005
Specialty 100l BUSINESS. .. .. o e e e e December 31, 2004 Q1 2005
Compaction equipment business {*'Bomag”) ........... ... . . il September 30, 2004 Q1 2005
Axial fan business .. ... . e December 31, 2004 Q4 2004
inspection gauging systembusiness . . .. ... ... December 31, 2004 Q4 2004
Municipal water valve business. .. ... ... .. i e June 30, 2004 Q4 2004

In addition to the completed transactions described above, we committed to a plan to divest an automotive components
business within our Industrial Products and Services segment in the third quarter of 2006. We are actively pursuing the sale
of this business and anticipate that the sale will be completed in the first half of 2007, Accerdingly, we have reported, for all
periods presented, the financial condition, results of operations, and cash flows of this business as a discontinued operation
in our consolidated financial statements. As a result of the planned divestiture of the automotive components business, we
recorded a charge of $102.7 during 2006 to “loss on disposition of discontinued operations, net of tax” in order to reduce
the net assets to be sold to their estimated net realizable value.

Joint Venture

We have cne significant joint venture, EGS Electrical Group, LLC and Subsidiaries ("EGS"), with Emerson Electric Co.,
in which we hold a 44.5% interest. Emerson Electric Co. controls and operates the joint venture. EGS operates primarily in
the United States, Canada and France and is engaged in the manufacture of electrical fittings, hazardous location lighting
and power conditioning products. We account for our investment under the equity method of aceounting, on a three-month
lag basis. We typically receive our share of this joint venture’s earnings in cash dividends.

See Note 9 to our consolidated financials statements and the financial statements of EGS included herein for more
information on EGS.




International Operations

We are a multinational corporation with operations in over 20 countries. Our international operations are subject to the
risks of possible currency devaluation and blockage, nationalization or restrictive legislation regulating foreign investments,
as well as other risks attendant to the countries in which they are located. OQur export sales from the United States were
$335.2 in 2008, $290.2 in 2005, and $293.0 in 2004.

Sea Note 5 to our consolidated financial statements for mare information on our international operations.

Research and Development

We are actively engaged in research and development programs designed to improve existing products and
manufacturing methods and to develop new products to better serve our current and future customers. These efforts
encompass all our products with divisional engineering teams coordinating their resources. We place particular emphasis on
the development of new products that are compatible with, and build upon, our manufacturing and marketing capabilities.

We spent $62.6 on research activities relating to the development and improvement of our products in 2006, $57.7 in
2005, and $55.6 in 2004.

Patents/Trademarks

We own over 650 domestic patents and 150 foreign patents, including approximately 100 patents that were issued in
2008, covering a variety of our products and manufacturing methods. We also own a number of registered trademarks.
Although in the aggregate our patents and trademarks are of considerable importance in the operation of our business, we
do not consider any single patent or trademark to be of such importance that its absence would adversely affect our ability
to conduct business as presently constituted to a significant extent. We are both a licensor and licensee of patents. For mare
information, please refer to “Risk Factors.”

Outsourcing and Raw Materials

We manufacture many of the components used in our products; however, our strategy includes outsourcing some
components and sub-assemblies to other companies where strategically and economically feasibte. In instances where we
depend on third-party suppliers for outsourced products or components, we are subject to the risk of customer
dissatisfaction with the quality or performance of the products we sell because of supplier failure. In addition, business
difficulties experienced by a third-party supplier can lead to the interruption of our ability to obtain the outsourced product
and ultimately to our inability to supply products to our customers. We believe that we generally will be able to continue to
obtain adequate supplies of major items or appropriate substitutes at reasonable costs.

In the last three years we have faced significant increases in the prices of many of our key raw materials, including
petroleum-based products, steel, and copper. Over the past two years we have been able to generally offset increases in
raw material costs across our segments mainly through effective price increases.

Because of our diverse products and services, as well as the wide geographic dispersion of our production facilities, we
use numerous sources for the raw materials needed for our cperations. We are not significantly dependent on any one or a
limited number of suppliers, and we have been able to obtain suitable quantities of all necessary raw materials at competitive
prices.

Competition

Although our businesses are in highly competitive markets, our competitive position cannot be determined accurately in
the aggregate or by segment since our competitors do not offer all of the same product lines or serve all of the same
markets as we do. In addition, specific reliable comparative figures are not available for many of our competitors. In most
product groups, competition comes from numerous concerns, both farge and small. The principal methods of competition
are price, service, product performance and technical innovation. These methods vary with the type of product sold. We
believe that we can compete effectively on the basis of each of these factors as they apply to the various products offered.
See “Segments” above for a discussion of our competitors.

Environmental Matters

See "MD&A — Critical Accounting Palicies and Use of Estimates — Contingent Liabilities,” “Risk Factors” and Note 14
of our consolidated financial statements for information regarding envircnmental matters.



Employment

At December 31, 2006, we had approximately 14,300 employees associated with businesses that have been classified
in our consolidated financial statements as continuing operations. Additionally, we had approximately 1,100 employees
associated with a business that we intend to sell in 2007 and have classified in our consolidated financial statements as a
discontinued operation. Eleven domestic collective bargaining agreements cover approximately 1,200 employees, none of
which relate to the business classified in our consolidated financial statements as a discontinued operation. We also have
various collective labor arrangements covering certain non-U.S. employee groups. While we generally have experienced
satisfactory labor relations, we are subject to potential union campaigns, work stoppages, union negotiations and other
potential labor disputes.

Executive Officers

See Part I, Item 10 of this report for information about our executive officers.

Other Matters

No customer or group of customers that, to our knowledge, are under common control, accounted for more than 10%
of our consolidated revenues for all periods presented.

Our businesses maintain sufficient levels of working capital to support customer requirements, particularly inventory.
We believe that our businesses’ sales and payment terms are generally similar to those of cur competitors.

Many of our businesses closely follow changes in the industries and end-markets that they serve. In addition, certain
businesses have seasonal fluctuations. Revenues for our Test and Measurement segment primarily follow customer-
specified program launch timing for diagnostic systems and service equipment. Demand for products in our Thermal
Equipment and Services segment is correlated to contract timing on large construction contracts and is also driven by
seasonal weather patterns, both of which may cause significant fluctuations from period to period. Histerically, our
businesses generally tend to be stronger in the second half of the year.

Our website address is www.spx.com. Information on our website is not incorporated by reference herein. We file
reports with the Securities and Exchange Cemmission (*SEC"), including our annual report on Form 10-K, quarterly reparts
on Form 10-Q and current reports on Form 8-K, and any amendments to those reports. Copies of these reports are available
free of charge on our website as soon as reasonably practicable after we file the reports with the SEC. The SEC also
maintains a website that contains reports, proxy and information statements, and other information regarding issuers that file
electronically with the SEC. The address of that website is http://www.sec.gov. Additionally, you may read and copy any
materials that we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 205483. You
may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.

ITEM 1A. Risk Factors
{(All amounts are in millions, except per share data)

You should consider the risks described below and elsewhere in our documents filed with the SEC before investing in
any of our securities. Though we undertake no obligation to do so, we may amend, suppiement or add to the risk factors
described below from time to time in future reports filed with the SEC.

Difficulties presented by international economic, political, legal, accounting, and business factors could negatively
affect our interests and business effort.

In 2006, approximately 40% of our revenues were generated outside the United States. Revenues originating from
business units in Germany and the United Kingdom in 2006 were $624.2 and $243.4, respectively. We continue to increase
our sales outside the United States, with a particular emphasis on expanding our presence in emerging markets, most
notably China. As part of our strategy, we manage businesses with manufacturing facilities worldwide, many of which are
located outside the United States. Our international operations require us to comply with the legal requirements of foreign
jurisdictions and expose us to the political consequences of operating in foreign jurisdictions. Our foreign business
operations also are subject to the following risks:

« difficulty in managing, operating and marketing our international operations because of distance, as well as language
and cultural differences;
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« difficulty entering new international markets due to differing regulatory barriers, political systems or other barriers to
business;

« increased costs due to domestic and foreign customs and tariffs, potentially adverse tax consequences, including
imposition or increase of withholding and other taxes on remittances and other payments by subsidiaries, and
transportation and shipping expenses;

» credit risk or financial condition of local customers and distributors;

» difficulties in staffing and labor disputes;

« nationalization of private enterprises;

* government embargos or foreign trade restrictions such as anti-dumping duties;

¢ increased costs of transportation ¢r shipping;

« envircnmental and other laws and regulations;

 ability to obtain supplies from foreign vendors and ship products internationally during times of crisis or otherwise,;
« difficulties in protecting intellectual property;

« local, regional or worldwide hostilities;

¢ potential imposition of restrictions on investments; and

« local poiitical, economic and social conditions, including the possibility of hyperinflationary conditions and political
instability.

A significant and growing portion of our products are manufactured in lower-cost locations and sold in various
countries. Cross border transactions, both with external parties and intercompany relationships, resuit in increased exposure
to foreign exchange effects. increased strength of the U.S. dollar will increase the effective price of our products sold in U.S.
dollars, which may have a material adverse eftect on sales or require us to lower our prices and also decrease our reported
revenues or margins in respect of sales conducted in foreign currencies to the extent we are unable or determine not to
increase local currency prices. Likewise, decreased strength of the U.S. dollar could have a material adverse effect on the
cost of materials and products purchased overseas. In addition, our sales are translated into U.S. dollars for reporting
purposes. In particutar, a revaluation of the Chinese Yuan could result in an increase in the cost of producing products in
China, or increases in labor costs. The strengthening or weakening of the U.S. dollar could result in unfavorable translation
effects as the results of foreign locations are translated into U.S. dollars.

As we continue to expand our international operations, these and other risks associated with international operations
are likely to increase. In addition, as we enter new geographic markets, we may encounter significant competition from the
primary participants in those markets who may have significantly greater market knowledge and substantially greater
resources than we do. In paricular, as an increasing percentage of our products are manufactured in China, health
conditions and other factors affecting social and economic activity in China and affecting the movement of people and
products into and from China to our major markets, including North America and Europe, could have a significant negative
affect on our operations. Also, the imposition of trade sanctions by the United States or the European Union against a class
of products imported by us from, or the loss of “normal trade relations” status with, China or other countries in which we
conduct business could significantly increase our cost of products imported into the United States or Europe and harm our
business. Because of the importance of our international sales and international sourcing of manufacturing to our business,
if any of the risks described above were to occur it could have a material adverse effect on our financial position, results of
operations or cash flows.

We are subject to laws, regulations and potential liability relating to claims, complaints and proceedings, including
those relating to environmental and other matters.

We are subject to various laws, ordinances, regulations and other requirements of government authorities in the United
States and other nations. With respect to acquisitions, divestitures and continuing operations, we may acquire or retain
liabilities of which we are not aware, or of a different character or magnitude than expected. Additionally, changes in laws,
ordinances, regulations or other governmental policies may significantly increase our expenses and liabilities.

We face environmental exposures including, for example, those relating to discharges from and materials handled as
part of our operations, the remediation of soil and groundwater contaminated by petroleum products or hazardous




substances or wastes, and the health and safsty of our employees. We may be liable for the costs of investigation, removal
or remediation of certain hazardous substances or petroleum products on, under, or in our current or formerly owned
property, or from a third-party disposal facility which we may have used, without regard to whether we knew of, or caused,
the presence of the contaminants. The presence of, or failure to remediate properly, these substances may have adverse
effects, including, for example, substantial investigative or remedia! obligations and limitations on the ability to se!l or rent
affected property or to borrow funds using affected property as collateral. New or existing environmental matters or changes
in environmental laws or policies could lead to material costs for environmental compliance or cleanup. There can be no
assurance that these liabilities and costs will not have a material adverse effect on our financial position, results of operations
or cash flows. See Note 14 to our consolidated financial statements for further discussion.

We face numerous claims, complaints and proceedings. Class actions, derivative lawsuits and contract, intellectual
property, competitive, personal injury, product liability, workers' compensation and other claims have been filed or are
pending against us and certain of our subsidiaries. in addition we from time to time face actions by governmental authorities,
both in and outside the United States. Additionally, we may become subject to significant claims of which we are currently
unaware or the claims of which we are aware may result in our incurring a significantly greater liability than we anticipate.
Our insurance may be insufficient or unavailable to protect us against potential loss exposures. In addition, we have been
increasing our self-insurance limits over the past several years, which has increased our uninsured exposure.

We devote significant time and expense to defense against the various claims, complaints and proceedings brought
against us, and we cannot assure you that the expenses or distractions from operating our businesses arising from these
defenses will not increase materially.

We cannot assure you that our accruals and right to indemnity and insurance will be sufficient, that recoveries from
insurance or indemnification claims will be available or that any of our current or future claims or other matters will not have a
material adverse effect on our financial position, results of operations or cash flows. See “MD&A — Critical Accounting
Policies and Use of Estimates — Contingent Liabilities.”

The price of raw materials may adversely affect our results.

We are exposed to a variety of market risks, including inflation in the prices of raw materials. In the iast three years, we
have faced significant changes in the prices of many of our key raw materials, including petroleum-based products, steel,
and copper. Increases in the prices of raw materials may have a material adverse effect on our financial position, results of
operations or cash flows, as we may not be able to pass cost increases on to our customers.

We operate in highly competitive industries. Qur fallure to compete effectively could harm our business.

We operate in a highly competitive environment, competing on the basis of product offerings, technical capabilities,
quality, service and pricing. We have a number of competitors, some of which are large, with substantial technological and
financial resources, brand recognition and established relationships with global service providers. Some of our competitors
have low cost structures, support from governments in their home countries, or both. In addition, new competitors may enter
the industry. We cannot assure you that we will be able to compete successfully against existing or future competitors.
Competitors may be able to offer lower prices, additional products or services or a more attractive mix of products or
services, or services or other incentives that we cannot or will not match or do not offer. These competitors may be in a
stronger position to respond quickly to new or emerging technologies and may be able to undertake more extensive
marketing campaigns, and make more attractive offers to potential customers, employees and strategic partners.

Our strategy to outsource varlous elements of the producis we seil subjects us to the business risks of our suppliers,
which could have a material adverse Impact on our operations.

In areas where we depend on third-party suppliers for cutsourced products or components, we are subject to the risk of
customer dissatisfaction with the quality or performance of the products we sell because of supplier failure. In addition,
businass difficulties experienced by a third-party supplier can lead to the interruption of our ability to obtain the cutsourced
product and ultimately our inability to supply products to our customers. Third-party supplier business interruptions can
include, but are not limited to, work stoppages, union negotiations and other labor disputes, as well as financial and credit
difficulties.




A portlon of our revenues Is generated through long-term fixed-price contracts, which could expose us to varlous
risks Including the risks of cost overruns, inflation and credit and other counterparty risks.

A portion of our revenues and earnings is generated through long-term fixed-price contracts. We recognize revenues
from certain of these contracts using the percentage-of-completion method of accounting whereby revenue and expenses,
and thereby profit, in a given period are determined based on our estimates as to the project status and the costs remaining
to complete a particular project. Estimates of total revenues and cost at completion are subject to many variables, including
the length of time to complete a contract. To the extent that we under-estimate the remaining cost to complete a project, we
may overstate the revenues and profit in a particular period. Further, certain of these contracts provide for penalties for
failure to timely perform our obligations under a contract, or require that we, at our expense, correct and remedy to the
satisfaction of the other party certain defects. Because some of our long-term contracts are at a fixed price, we face the risk
that cost overruns or inflation may erode, eliminate or exceed our expected profit margin, or cause us to take a loss on our
projects. Additionally, even though we perform credit chécks and conduct other due diligence on those with whom we do
business, customers of our long-term contracts may suffer financial difficulties that make them unable to pay for a project
when completed or they may decide, either as a matter of corporate decision-making or in response to changes in local
laws and regulations, not to pay us. We cannot assure you that expenses or losses for uncollectible billings relating to our
long-term fixed-price contracts will not have a material adverse effect on our revenues and earnings.

Changes in both the funding of and accounting for pension and postretirement benefit plans may affect our resulis of
operations and cash flows.

As of December 31, 2006, cur defined benefit pension and postretirement plans, including both qualified and non-
qualified plans, were underfunded by $380.9. Of this amount, $42.8 related to our domestic qualified defined benefit pension
plans. During 2008, the United States government passed into law the Pension Protection Act of 2006 ("PPA”). Among cther
things, the PPA requires plan sponsors to fund toward 100% of the underfunded status of domestic qualified defined benefit
pension plans (with contributions phased in through 2011} and increased the annual premiums we pay to the Pension
Benefit Guaranty Corporation. Additionally, during 20086, the Financial Accounting Standards Board {*FASB”) issued
Statement of Financial Accounting Standards No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans — an amendment of FASB Statements No. 87, 88, 106 and 132(R}" (*SFAS No. 158"). This statement
required us to recognize the underfunded status of our defined benefit pension and postretirement plans in our consolidated
balance sheet as of December 31, 2006. SFAS No. 158 represents the culmination of phase one of the FASB’s project to re-
address the accounting for defined benefit pension and postretirement plans, with the second phase of the project focused
on the recognition of expense in the financial statements. As the specific annual funding requirements resulting from the PPA
are not yet known, and the FASB’s project is ongoing, we are currently unable to accurately predict their impact on our
future results of operations or cash flows. See “MD&A — Critical Accounting Policies and Use of Estimates” for the impact
that changes in certain assumptions used in the calculation of our costs and cbligations associated with these plans could
have on our results of operations and financial position. Furthermore, future changes in the funding of, accounting for, or
other regulatory changes could have adverse impacts on our results of operation and cash flows. See Note 10 to our
consolidated financial statements for the impact of adopting SFAS No. 158 as of December 31, 2006.

Our fallure to successtully complete acquisitions could negatively affect us.

We may not be able to consummate desired acquisitions, which could materially impact our growth rate, results of
operations, cash flows and stock price. Our ability to achieve our goals depends upon, among cther things, our ability to
identify and successfully acquire companies, businesses and product lines, to effectively integrate them and to achieve cost
effectiveness. We may alsc be unable to raise any additional funds necessary to consummate these acquisitions. In
addition, changes in our stock price may adversely affect our ability to consummate acquisitions. Competition for
acquisitions in our business areas has been significant, and has in many cases resulted in higher prices for businesses,
including businesses that we may target, which may also affect our acquisition rate or benefits achieved from our
acquisitions.




Our failure to successfully integrate acquisitions could have a negative effect on our operations; our acquisitions
could cause financial difficulties.

As part of our business strategy, we evaluate potential acquisitions in the ordinary course, some of which could be and
have been material. Our acquisitions involve a number of risks and present financial, managerial and operational challenges,
including:

+ adverse effects on our reported operating results due to charges to earnings, including impairment charges
associated with goodwill and other intangibles;

» diversion of management attenticn from running our businesses;
» integration of technology, operations, personnel and financial and other systems;
» increased expenses, including compensation expenses resulting from newly hired employees;

+ increased foreign operations, often with unique issues relating to corporate culture, compliance with legal and
regulatory requirements and other challenges;

= assumption of known and unknown liabilities and exposure to litigation;
» increased levets of debt or dilution to existing shareholders; and
« potential disputes with the sellers of acquired businesses, technology, services or products.

In addition, internal controls over financial reporting of acquired companies may not be up to required standards. issues
may exist that could rise to the level of significant deficiencies or, in some cases, material weaknesses, particularly with
respect to foreign companies or non-public United States companies.

Our integration activities may place substantial demands on our management, operational resources and financial and
internal control systems. Customer dissatisfaction or performance problems with an acquired business, technology, service
or product could also have a material adverse effect on our reputation and business. In addition, any acquired business,
technology, service or product could under-perform relative to our expectations.

We may not achieve the expected cost savings and other benefits of our acquisitions.

We strive for and expect to achieve cost savings in connection with our acquisitions, including: (i) manufacturing
process and supply chain rationalization, including plant closings in some cases; (i) streamlining redundant administrative
overhead and support activities; and (iii) restructuring and repositioning sales and marketing organizations to eliminate
redundancies. Cost savings expectations are inherently estimates that are difficult to predict and are necessarily speculative
in nature, and we cannot assure you that we will achieve expected, or any, cost savings. In addition, we cannot assure you
that unforeseen factors will not offset the estimated cost savings or other benefits from our acquisitions. As a result, our
actual cost savings, if any, and other anticipated benefits could be delayed and could significantly differ from our estimates
and the other information contained in this report.

Our failure to successfully complete dispositions could negatively us.

We continually review each of our businesses in order to determine their long term strategic fit. As part of this strategy,
we dispose of certain of our businesses in the ordinary course, some of which dispositions could be and have been material.
QOur dispositions involve a number of risks and present financial, managerial and operational challenges, including diversion
of management attention from running our core businesses, increased expense associated with the dispositions and
potentiat disputes with the acquirers of the disposed assets or businesses. If dispositions are not completed in a timely
manner there may be a negative effect on our cash flows and/or our ability to execute our strategy. See Item 1. Business and
Note 4 to our consolidated financial statements for the status of our divestitures.

Increases in the number of shares of our outstanding common stock could adversely affect our common stock price
or dilute our earnings per share.

Sales of a substantial number of shares of common stock into the public market, or the perception that these sales
could occur, could have a material adverse effect on our stock price. As of December 31, 2006, approximately 4.8 shares of
our common stock were issuable upon exercise of outstanding stock options by employees and non-employee directors
and we had the ability to issue up to an additional 6.5 shares as restricted stock, restricted stock units, or stock options
under our 2002 Stock Compensation Plan. Additionally, we may issue a significant number of additional shares, in
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connection with acquisitions or otherwise. We also have a shelf registration statement for 4.3 shares of common stock that
may be issued in connection with acquisitions, and we have a shelf registration statement for a total of $1,000.0, which may
be used in connection with an offering of debt securities, preferred securities and/or common stock for general corporate
purposes. Additional shares issued will have a dilutive effect on our earnings per share.

Our indebtedness may affect our business and may restrict our operating flexibility.

At December 31, 2006, we had $964.6 in total indebtedness. On that same date, we had $255.4 of available borrowing
capacity under our revolving credit facilities after giving effect to borrowings under cur global revolving loan facility of $82.8
and to $111.8 reserved for outstanding letters of credit. In addition, we had $143.0 of available issuance capacity under our
foreign trade facility after giving effect to $332.0 reserved for outstanding letters of credit. At December 31, 2006, our cash
and equivalents balance was $477.2. See MD&A and Note 12 to our consclidated financial statements for further discussion.
We may incur additional indebtedness in the future, including indebtedness incurred to finance, or which is assumed in
connection with, acquisitions. We may in the future renegotiate or refinance our senior credit facilities, or enter into additional
agreements that have different or more stringent terms. The leve! of cur indebtedness could:

= limit cash flow available for general corporate purposes, such as acquisitions and capital expenditures, due to the
ongoing cash flow requirements for debt service;

« limit our ability to obtain, or obtain on favorable terms, additional debt financing in the future for working capital,
capital expenditures or acquisitions;

» limit our flexibility in reacting to competitive and other changes in the industry and economic conditions;

= expose us to a risk that a substantial decrease in net operating cash flows due to economic developments or adverse
developments in our business could make it difficult to meet debt service requirements; and

* expose us to risks inherent in interest rate fluctuations to the extent existing borrowings are, and any new borrowings
may be at variable rates of interest, which could result in higher interest expense in the event of increases in interest
rates.

Our ability to make scheduled payments of principal, to pay interest on, or to refinance our indebtedness and to satisfy
our other debt obligations will depend upon our future operating performance, which will be affected by general economic,
financial, competitive, legislative, regulatory, business and other factors beyond our control. In addition, we cannot assure
you that future borrowings or equity financing will be available for the payment or refinancing of our indebtedness. If we are
unable to service our indebtedness, whether in the ordinary course of business or upon acceleration of such indebtedness,
we may pursue one or more alterative strategies, such as restructuring or refinancing our indebtedness, selling assets,
reducing or delaying capital expenditures, revising implementation of or delaying strategic plans or seeking additional equity
capital. Any of these actions could have a material adverse effect on our business, financial condition and results of
operations. In addition, we cannot assure you that we would be able to take any of these actions, that these actions would
enable us continue to satisfy our capital requirements, or that these actions would be permitted under the terms of our
various debt agreements.

We may not be able to finance future needs or adapt our business plan to react to changes in economic or business
conditions because of restrictions placed on us by our senior credit facilities and any existing or future instruments
governing our other indebtedness.

Our senior credit facilities and other agreements governing our other indebtedness contain, or may contain, a number
of significant restrictions and covenants that limit our ability to make distributions or other payments to our investors and
creditors unless certain financial tests or other criteria are satisfied. We also must comply with certain specified financial
ratios and tests. Our subsidiaries may also be subject to restrictions on their ability to make distributions to us. In addition,
our senior credit facilities and any other agreements contain or may contain additional affirmative and negative covenants.
Existing restrictions are described more fully under MD&A. Each of these restrictions could affect our ability to operate our
business and may limit our ability to take advantage of potential business opportunities, such as acquisitions.

If we do not comply with the covenants and restrictions contained in our senior credit facilities and other agreements
governing our indebtedness, we could be in default under those agreements, and the debt, together with accrued interest,
could then be declared immediately due and payable. If we default under our senior credit facilities, the lenders could cause
all our outstanding debt obligations under our senior credit facilities to become due and payable or require us 1o apply all of
our cash to repay the indebtedness we owe. if our debt is accelerated, we may not be able to repay our debt or refinance it.
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Even if we are able to obtain new financing, we may not be able to repay our debt or borrow sufficient funds to refinance it.
In addition, any default under our senior credit facilities or agreements governing our other indebtedness could lead to an
acceleration of debt under other debt instruments that contain cross-acceleration or cross-default provisions. If the
indebtedness under our senior credit facilities is accelerated, we may not have sufficient assets to repay amounts due under
our senior credit facilities, senior notes or other debt securities then outstanding. Our ability to comply with these provisions
of our senior credit facilities and other agreemerts governing our other indebtedness will be affected by changes in the
economic or business conditions or other events beyond our control. Complying with our covenants may also cause us to
take actions that are not favorable to us and may make it more difficult for us to successfully execute our business strategy
and compete, including against companies that are not subject to such restrictions.

The loss of key personnel and any inability to atiract and retaln qualified employees could have a material adverse
effect on our operations.

We are dependent on the continued services of our leadership team. The loss of these personnel without adequate
replacement could have a material adverse effect on our operations. Additionally, we need qualified managers and skilled
employees with technical and manufacturing industry experience in order to operate our business successfully. From time to
time, there may be a shortage of skilled labor, which may make it more difficult and expensive for us to attract and retain
qualified employees. If we were unable to attract and retain sufficient numbers of qualified individuals or our costs to do so
were to increase significantly, our operations could be materially adversely affected.

Many of the industries in which we operate are cyclical, and our resuits will be and have been affected as a result.

Many of the business areas in which we operate are subject to specific industry and general economic cycles. Certain
businesses are subject to industry cycles, including, but not limited to:

+ The electric power and infrastructure markets, which influence our Thermal Equipment and Services and Industrial
Products and Services segments.

s Demand for cooling systems and towers within our Thermal Equipment and Services segment is correlated to
contract timing on large construction contracts, which may cause significant fluctuations from period to period.
Accordingly, any downturn or competitive pricing pressures in those or other markets in which we participate could
adversely affect us.

+ The chemical and petrochemical markets, which influence our Flow Technology segment.

Cyclical changes could also affect sales of products in our other businesses. The downturns in the business cycles of
our different operations may occur at the same time, which could exacerbate any material adverse effects to our business.
See "MD8A — Segment Results of Operations.” In addition, certain of our businesses have seasonal fluctuations.
Historically, our businesses generally tend to be stronger in the second half of the year.

Our business is subject to changes in the economy.

Certain of our businesses have been affected in various years by difficult economic conditions. There can be no
assurance that the economy will not worsen or that we will be able to sustain existing cost structures or create additional
cost reductions to offset economic conditions, or that the unpredictability and changes in the markets in which we
participate will not adversely impact our results. Cost reduction actions often result in charges against earnings. We expect
to take charges against earnings in 2007 in connection with implementing additional cost reduction actions at certain of cur
businesses. These charges can vary significantly from period to period and, as a result, we may experience fluctuations in
our reported net income and earnings per share due to the timing of restructuring actions, which in turn can have a material
adverse effect on our financial position, results of operations or cash fiows.

If the fair value of any of cur reporting units is insufficient to recover the carrying value of the goodwill and other
intangibles of the respective reporting unit, a material non-cash charge to earnings could result.

In two of the past three years we have recorded material non-cash charges to earnings to impair the carrying value of
our goodwill and other intangible assets. At December 31, 2008, we had goodwill and other intangible assets of $2,250.2.
Woe account for goodwill and indefinite lived intangibles in accordance with SFAS No. 142, “Goodwill and Other Intangible
Assets” (“SFAS No. 142"). SFAS No. 142 states that goodwill and indefinite lived intangible assets are not amortized, but are
instead reviewed for impairment annually (or more frequently if impairment indicators arise). We conduct annual impairment
testing to determine if we will be able to recover all or a portion of the carrying value of goodwill and indefinite lived
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intangibles. In addition, we review goodwill and indefinite fived intangible assets for impairment more frequently if
impairment indicators arise. If the fair vatue is insufficient to recover the carrying value of our goodwill and indefinite lived
intangibles, we may bs required to record a material non-cash charge to earnings.

Consistent with the requirements of SFAS No. 142, the fair values of our reporting units generally are based on
discounted cash flow projections that are believed to be reasonable under current and forecasted circumstances, the results
of which form the basis for making judgments about carrying values of the reported net assets of our reporting units. Other
considerations are atso incorporated, including comparable industry price multiples. Many of our businesses closely follow
changes in the industries and end-markets that they serve. Accordingly, we consider estimates and judgments that affect the
future cash flow projections, including principal methods of competition such as volume, price, service, product
performance and technical innovations and estimates associated with cost improvement initiatives, capacity utilization, and
assumptions for inflation and foreign currency changes. We monitor impairment indicators across all of our businesses. Any
significant change in market conditions and estimates or judgments used to determine expected future cash flows that
indicate a reduction in carrying value may give rise 10 impairment in the period that the change becomes known.

We are subject to work stoppages, union negotiations, labor disputes and other matters associated with our labor
force, which may adversely impact our operations and cause us to incur incremental costs.

At December 31, 2006, we had approximately 14,300 employees associated with businesses that have been classified
in our consolidated financial statements as continuing operations. Additionally, we had approximately 1,100 employees
associated with a business that we intend to sell in 2007 and have classified in our consolidated financial statements as a
discontinued operation. Eleven domestic collective bargaining agreements cover approximately 1,200 employees, none of
which relate to the business classified in our consolidated financial statements as a discontinued operation. We also have
various collective labor arrangements covering certain non-U.S. employee groups. We are subject to potential union
campaigns, work stoppages, union negotiations and other potential labor disputes. Further, we may be subject to work
stoppages, which are beyond our control, at our suppliers or customers.

Our technology is important to our success, and failure to develop new products may result in a significant
competilive disadvanfage.

Because many of our products rely on proprietary technology, we believe that the development and protection of our
intellectual property rights is critical to the success of our business. In order to maintain our market positions and margins,
we heed to continually develop and introduce high quality, technologically advanced and cost effective products on a timely
basis. The failure to do so could result in a significant competitive disadvantage.

Additionally, despite our efforts to protect our proprietary rights, unauthorized parties or competitors may copy or
otherwise obtain and use our products or technology. The steps we have taken may not prevent unauthorized use of our
technology, particularly in foreign countries where the laws may not protect our proprietary rights as fully as in the United
States. Expenses in connection with defending our rights may be material.

Our current and planned products may contain defects or errors that are detected only after delivery to customers. If
that occurs, our reputation may be harmed and we may face additional costs.

There is no assurance that our product development, manufacturing and integration testing will be adequate to detect
ail defects, errors, failures and quality issues that could impact customer satisfaction or result in ciaims against us with
regard to our products. As a result, we may have to replace certain components and/or provide remediation in response o
the discovery of defects in products that are shipped. The occurrence of any defects, errors, failures or quality issues could
result in cancellation of orders, product returns, diversion of our resources, legal actions by our customers or our customers’
end users and other losses to us or to our customers or end users, and could also result in the loss of or delay in market
acceptance of our products and loss of sales, which would harm our business and adversely affect our revenues and
profitability.

Provisions in our corporate documents and Delaware law may delay or prevent a change in control of our company,
and, accordingly, we may not consummate a transaction that our shareholders consider favorable.

Provisions of our Centificate of incorporation and By-laws may inhibit changes in our control not approved by our Board.
These provisions include, for example: a staggered board of directors; a prohibition on shareholder action by written
consent; a requirement that special shareholder meetings be called only by our Chairman, President or our Board; advance
notice requirements for shareholder proposals and nominations; limitations on shareholders' ability to amend, alter or repeal
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the By-laws; enhanced voting requirements for certain business combinations involving substantial shareholders; the
authority of our Board to issue, without shareholder approval, preferred stock with terms determined in its discretion; and
limitations on shareholders ability to remove directors. In addition, we are afforded the protections of Section 203 of the
Delaware General Corporation Law, which could have similar effects. In general, Section 203 prohibits us from engaging in a
“business combination” with an “interested shareholder” (each as defined in Section 203) for at least three years after the
time the person became an interested shareholder unless certain conditions are met. These protective provisions could
result in our not consummating a transaction that our shareholders consider favorable or discourage entities from attempting
to acquire us, potentially at a significant premium to our then-existing stock price.

ITEM 1B. Unresolved Staff Comments
Not applicable.

ITEM 2. Properties
The following is a summary of our principal properties, as of December 31, 2006, classified by segment:

Approximate
No. of Square Footage

Location Facilities Owned Leased
(in millions)

FlowTechnology. ... et 8 states and 11

foreign countries 34 1.8 0.6
Testand Measurement. ... ... . vt 6 states and 5

foreign countries 18 0.5 0.6
Thermal Equipmentand Services. .. ................ ... ... ... ..., 9 states and 8

foreign countries 30 3.0 4.5
industrial Products and Services. . ............ .. il 14 states and 5

foreign countries _ 28 16 0.6
Total o e 110 6.9 6.3

In addition to manufacturing plants, we lease our corporate office in Charlotte, NC, our information technology data
center in Horsham, PA, and various sales and service locations throughout the world. We consider these properties, as well
as the related machinery and equipment, to be well maintained and suitable and adequate for their intended purposes.
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ITEM 3. Legal Proceedings
(All amounts are in millions)

Beginning in March 2004, multiple class action complaints seeking unspecified monetary damages, were filed or
announced by certain law firms representing or seeking to represent purchasers of our commoen stock during a specified
period against us and certain of our current and former executive officers in the United States District Court for the Western
District of North Carolina alleging violations of Sections 10(b) and 20(a) of the Securilies Exchange Act of 1934 (the
“Securities Class Action”). The plaintiffs generally allege that we made false and misleading statements regarding the
forecast of our 2003 fiscal year business and operating results in order to artificially inflate the price of our stock. These
complaints were consolidated into a single amended complaint against us and our former Chairman, Chief Executive Officer
and President. On September 20, 2004, we filed a motion to dismiss the consolidated action in its entirety.

On April 23, 2004, an additional class complaint seeking unspecified monetary damages was filed in the same court on
behalf of participants in our employee benefit plans, alleging breaches of the Employee Retirement Income Security Act of
1974 (“ERISA"} by us, our then general counsel and the Administrative Committee regarding cne of our 401(k) defined
contribution benefit plans arising from the plan’s holding of our stock. On June 10, 2005, a first amended complaint was filed
in the ERISA suit, adding as defendants certain current and former directors and Administrative Committee members. The
first amended complaint generally tracks the factual allegations in the Securities Class Action. On July 25, 2005, we filed a
motion tc dismiss the amended ERISA complaint in its entirety. On September 8, 2005, the plaintiffs moved the Court to
certify the proposed class in the ERISA suit. We opposed that motion.

On October 9, 2006, we reached an agreement in principle to settle both the Securities Class Action and the tag-along
ERISA action. The settlement is subject to court approval. On December 22, 2008, the court granted preliminary approval of
the settlement and scheduled a settlement hearing on April 10, 2007. Under the terms of the pending settlement, both
actions will be dismissed with prejudice and our aggregate net settlement payment, after reimbursement by our insurer, will
be $5.1. We recorded a charge of $4.1 in the third quarter of 2006 relating to this pending settlement. The charge has been
included in “Selling, general and administrative” within our 2006 consolidated statement of operations.

In October of 2004, one of our ltalian subsidiaries, SPX Cooling Technologies ltalia, S.p.A., formerly Baicke Marley ltalia,
S.p.A., was notified that it was the subject of an investigation by the Milan Public Prosecutor's Office. The investigation
related to the business practices of several individuals and different companies in securing contracts from an Italian power
generation company. On August 24, 20086, the Public Prosecutor served on SPX Cooling Technologies ltalia, S.p.A., a Notice
of End of the Preliminary Investigations. This Notice, which also identified numerous other individual and corporate
defendants, sets forth an allegation that SPX Cooling Technologies ltalia, S.p.A. is responsible under ltalian Legislative
Decree No. 231 for failing to adopt and effectively implement a proper organization and management model suitable for the
prevention of alteged acts of bribery by the former general manager of Hamon-Research Cottrell ltalia, S.p.A. and the former
director of Marley Cooling Tower Europe, S.p.A. Our subsidiary has previously taken actions to address ltalian Legistative
Decree No. 231, including the appointment of a compliance program supervisor at the cooling equipment business, and is
evaluating these charges and potential defenses in advance of a preliminary hearing, which has not yet been scheduled. We
do not believe that the outcome of these proceedings will have a material adverse effect on our financial condition, results of
operations, or cash flows.

On or about October 29, 2001, we were served with a comptaint by VSI Holdings, Inc., or VSI, in the 6th Judicial Gircuit
Court of the State of Michigan seeking enforcement of a merger agreement that we had terminated. In its complaint, VSI
asked the court to require us to complete the $197.0 acquisition of VS|, and/or award damages to VS| and its shareholders.
On December 26, 2001, we filed our answer denying VSI’s allegations, raising affirmative defenses and asseriing a
counterclaim against VSl for breach of contract. On June 8, 2006, we reached a setttement with VS| resolving this litigation.
Under the terms of the settlement, the lawsuit was dismissed with prejudice, neither party admitted any liability or
wrongdoing, and we made a payment in the amount of $20.0 to VSI. The charge associated with this payment was recorded
in the second quarter of 2006 and has been included in “Other expense, net’ within our 2006 consolidated statement of
operations.

We are subject to other legal proceedings and claims that arise in the normal course of business. In our opinion, these
matters are either without merit or of a kind that should not have a material adverse effect individually or in the aggregate on
our financial position, results of operations, or cash flows. However, we cannot assure you that these proceedings or claims
will not have a material adverse effect on our financial position, results of operations, or cash flows.

See “Contingent Liabilities,” “MD&A — Factors That May Affect Future Results” and Note 14 to our consolidated
financial statements for further discussion of legal proceedings.

ITEM 4. Submission Of Matters To A Vote Of Security Holders
Not applicable.
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PART 11i
ITEM 5. Market For Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securitles
(All amounts are in millions, except number of shares, share price, shareholders and per share information)
QOur common stock is traded on the New York Stock Exchange under the symbol “SPW.”

Set forth below are the high and low sales prices for our common stock as reported on the New York Stock Exchange
composite transaction reporting system for each quarterly period during the years 2006 and 2005, together with dividend
information.

Dividends
High Low per Share
2006
o U1 (- $62.37 $54.08 $0.25
R U= - R 56.25 50.58 0.25
A TV T - 5716  51.23 0.25
Ll T T - 54.00 45.91 0.25
Dividends
_High _ Low per Share
2005
o 1T T (=T R $47.83 $43.00 $0.25
B UAIET. . . ottt 50.09 43.60 0.25
P T U 4614  38.58 0.25
Ll 10Ty - 45.60 38.10 0.25

The actual amount of each quarterly dividend, as well as each declaration date, record date and payment date is
subject to the discretion of the Board of Directors, and the target dividend level may be adjusted during the year at the
discretion of the Board of Directors. The factors the Board of Directors consider in determining the actual amount of each
quarterly dividend includes our financial performance and on-going capital needs, our ability to declare and pay dividends
under the terms of our credit facilities and any other debt instruments, and other factors deemed relevant.

There were no repurchases of common stock during the three months ended December 31, 20086.

The number of shareholders of record of our common stock as of February 23, 2007 was 4,791.

Company Performance

This graph shows a five year comparison of cumulative tota! returns for the SPX, the S&P Composite index and the S&P
Capital Goods Index. The graph assumes an initial investment of $100 on December 31, 2001 and the reinvestment of
dividends.

$150

$100 -

$50 4

50 . . r .
2001 2002 2003 2004 2005 2006
2000 2002 [ 2003 | 2004 | 2005 | 2006
SPX Corporation $100.00 | $54.71 | $85.92 | $60.00 | $70.07 | $95.37
=—~=_S&P500 10000 77.90 | 10074 | 111.15 | 11660 | 135.02
-------- S&P Capital Gonds 10000 [ 72451 97.57 | (160t | 11861 | 136.23
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ITEM 6. Selected Financlal Data

As of and for the year ended December 31,
2006 2005 2004 2003 2002

(In milllons, except per share amounts}

Summary of Operations

Revenues! . ... .. e $4,313.3 $3,858.0 $3,639.1 $3,144.4 $3,050.7
Operating income®. .. ... ... i 314.3 226.2 53.8 305.8 360.3
Other (expense) income, net®. .. ...l (28.1} (17.5) {8.5) 47.4 (0.6)
Interest expense, net™ ... ... L (50.2) (164.1) (154.1) (187.7) {158.9)
Equity earnings in jointventures . .............. oo e 40.8 23.5 26.0 34.3 36.6
Income (loss) from continuing operations before income taxes . 276.8 68.1 (82.8) 199.8 237.4
(Provision) benefit for incometaxes ....................o.e {56.3) (66.9) 24.8 {85.2) (111.4)
Income {loss) from continuing operations before a change in

accounting principle . ... o oo 220.5 1.2 {58.0) 114.6 126.0
Income (loss) from discontinued operations, net of tax®. ... ... (49.8) 1,088.8 40.9 121.4 150.0
Change in accounting principle® ....... .. ... — — — — {148.6)
Netincome (loSS) . ... i $ 1707 $1,0800 $ (17.1) $ 2360 § 1274

Basic earnings (loss) per share of common stock:

Income (loss) from continuing operations before change in

accountingprinciple .. ... o e $ 379 $ 002 % (078 $ 149 $ 155
Income {{oss) from discontinued operations ............... {(0.86) 15.31 0.55 1.58 1.84
Change in accounting principle. .. ...l — — — — (1.83)
Netincome {lossypershare. ............ ... ..o it $ 293 $ 1533 § (023 $ 3.07 § 1.56

Dituted earnings (loss) per share of common stock:

Income (loss) from continuing operations before change in

accounting prinCiple ... ... o i $ 385 $ 002 $ (078 $ 147 $ 151
Income (loss) from discontinued operations . .............. (0.82) 15.08 0.55 1.37 1.56
Change in accounting principle. . ...t — — — — {1.54)
Net income (loss) pershare.......... oo $ 283 $ 1510 § (023) § 284 § 153
Dividends declared pershare ..............c..coooiiien $ 100 $ 100 $ 1.00 — -

Other Financial Data:
Total @88015 . ... i e $5,437.1 $5,306.4 $7,5885 $7,6243 $7,081.5
Total 8Bt . . o e 964.6 7816  2,526.1 26199  2,6943
Other long-term obligations. . ... 8472 9964 11,2152 1,3550 1,176.9
Shareholders’ equity. .. ... ... ... i 2,108.4 2,111.2 2,127.8 2,067.2 1,692.4
Capital expenditures. .. ... 58.1 42.1 329 26.1 53.8
. Depreciation and amortization. ... 75.2 71.4 75.6 €9.4 71.0

0}

@

During 2005, revenues for our Test and Measurement segment were reduced for program incentives and rebates
garned by certain customers throughout the year. Prior to 2005, these incentives and rebates were classified as cost of
products sold and selling, general and administrative expenses. Had these amounts been classified as a reduction to
revenues prior to 2005, revenues for 2004, 2003, and 2002 would have been lower by $14.6, $13.3, and $11.2,
respectively.

In 2006, we incurred net special charges of $4.4 associated with restructuring initiatives to consolidate manufacturing
and other facilities, as well as asset impairments.

In 2005, we recorded charges of $36.2 related to the impairment of goodwill and other intangible assets for our Air
Filtration business (See Note 8 to our consolidated financial statements for further discussion of this impairment
charge). In addition, we incurred net special charges of $9.1 associated with restructuring initiatives to consolidate
manufacturing and other facilitios, as well as asset impairments. These charges were net of a credit of $7.9 relatingto a
gain on the sale of land in Milpitas, CA, resulting in the finalization of a previously initiated restructuring action. See
Note 6 to our consolidated financial statements for further details.

In 2004, we recorded charges of $175.3 related to the impairment of goodwill and other intangible assets for our Fiuid
Power, Radiodetection, and TPS businesses {See Note 8 to our consolidated financial statements for further discussion
of these impairment charges). In addition, we incurred net special charges of $37.8 related to other asset impairments
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and cash costs associated with work force reductions, initiatives to divest or consoclidate manufacturing facilities, asset
divestures, and the exit of certain operations. Approximately $8.8 of these net special charges related to non-disposal,
asset impairments at our Fluid Power business that was recorded in accordance with the provisions of SFAS No. 144,
“Accounting for the Impairment and Disposal of Long-Lived Assets.” See Note 6 to our consolidated financial
statements for further details.

In 2003, we recorded $34.3 of net special charges associated primarily with the restructuring initiatives to consolidate
manufacturing facilities and rationalize certain product lines, along with any related asset impairments.

In 2002, we recorded $88.3 of net special charges, of which $12.6 was recorded in cost of products sold, associated
primarily with the restructuring initiatives to consolidate manufacturing facilities and rationalize certain product lines,
along with any related asset impairments.

In 2008, we recorded a charge of $20.0 relating to the settlement of the lawsuit with VS Holdings, Inc.

In 2003, we recorded a $41.9 net gain on the favorable settlement of a patent infringement suit against Microsoft
Corporation,

In 2002, we recorded a loss of $10.3 related to the sale of substantially all of the assets and liabilities of a non-strategic
machinery equipment product line and a material handling product fine, which was partially offset by a gain on the
settlement of a contract dispute.

Interest expense, net included losses on early extinguishment of debt of $113.6 in 2005, $2.6 in 2004 and $2.2 in 2003
related to the write-off of unamortized deferred financing fees, premiums/fees paid to redeem the senior notes, and
other costs associated with the extinguishment of the term loans and revolving credit loan.

Income from discontinued operations included an allocation of interest expense of $10.2 in 2004, 2003 and 2002
associated with the provision under our credit agreement then in effect that required that the first $150.0 of proceeds
from business dispositions be applied to outstanding balances under the credit agreement, including the term loans.
No other corporate costs have been allocated to discontinued operations.

In 2002, we recorded a charge of $148.6 for a change in accounting principle as a result of adopting the provisions of
SFAS No. 142 “Goodwill and Other Intangible Assets.”
ITEM 7. Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following should be read in conjunction with our consolidated financial statements and the related notes. All dollar

and share amounts are in millions.

Executive Overview
Overall, 2006 was a successful year for SPX. In our 2005 Annual Report on Form 10-K, we outlined six key operating

initiatives designed to improve revenues and operating income and margins. A summary of these key initiatives and our
progress to-date, along with what we expect in the future, follows:

* Emerging Markets — The primary focus of our emerging markets efforts has been in China, as the current and
expected growth in China is significant. In each of the past two years, our revenues from sales into China have
increased by over $100.0. Our Thermal Equipment and Services segment, which generates approximately 70% of our
total China revenues, has tripled its revenues from sales into China since the end of 2004, with the primary driver
being cooling systems in support of power plant construction. As infrastructure in China continues to develop, the
need for vehicles is also increasing. We anticipate that this will increase demand for electronic diagnostic eguipment,
specialty tools, and dealer services, which we believe provides us with an opportunity to expand our Test and
Measurement segment in China. In China, we now have 12 plants and over 3,000 employees, representing
approximately 21% of our total global workforce. We recently opened the SPX Asia-Pacific center in Shanghai and we
are in the process of consolidating many of the back office support functions for our Asian operations into the
Shanghai center. In addition, a centralized research and development function will be based in this center and
focused on new product introductions designed specifically for the China markets, Our vision for this center is that it
will (i) elevate SPX’s stature in China, (i) create an environment to maximize synergies, and (i} enhance our ability to
drive growth in the China markets.
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While the significant growth in China has been the primary focus of our emerging markets initiative, we are
increasing our efforts in other regions as well. Specifically, Africa and the Middle East present significant
opportunities, principally for our Flow Technology and Thermal Equipment and Services segments, as a result of the
expected continued investments being made by the oil and gas and power industries.

» New Product Development — We are committed to developing new, innovative solutions to meet our customers’
needs and, in some cases, regulatory standards. We have a centralized team of technology and marketing leaders to
support this initiative. From the start of 2006 through 2008, we are projecting over 60 new product launches for our
Flow Technology segment. Within our Test and Measurement segment, new product development is critical to
keeping pace with increasing vehicle complexity and new model launches. We are projecting that approximately 27%
of this segment’s 2007 revenues will come from new product introductions. Our Theymal Equipment and Services
segment is a global leader in developing new cooling technologies. We believe that the segment’s technological
advances give it a competitive advantage, particularly as power industry investment in Europe and the United States
increases.

e Lean Manufacturing — We have leaders in ail our businesses that are driving lean principles throughout our global
organization. These principles are being applied to manufacturing, support and back office processes around the
world. For any given process, our employees are (i) identifying areas to eliminate waste, (i) finding bottlenecks by
performing a value stream mapping process, (iii) diagnosing problems, and (iv) identifying salutions. We believe that
our investment in lean principles is helping to foster a culture focused on continuous impravement.

e Supply Chain Management — Qur supply chain initiative is focused on driving cost reductions and working capital
improvement, along with quality and on-time delivery through partnering with a strategic global supply base. In Asia,
we are focused on consolidating and expanding our capabilities to pursue additional low cost country opportunities.
Across all our businesses, we are effectively managing challenging material markets (e.g., steel and copper) by
(i) making strategic material purchases, (ji} consolidating our vendor base, and (iii) implementing hedging strategies
where market opportunities exist.

o Information Technology (“IT") Centralization — We continue to invest in and make progress on the IT front. The global
expansion of SAP within our Fiow Technology and Thermal Equipment and Services segments is underway. in 2006,
we consolidated 16 IT systems and we have plans to consolidate 25 or more in 2007. During 2006, we spent
approximately $20.0 on capital to support our [T initiative and we expect to spend an additional $25.0 in 2007. This
initiative is supporting global expansion in our businesses and improving our data analysis capabilities.

« Organizational Development —- Our employees are the backbone of the company. We are providing leadership and
managerial training to further develop the skills of our employees. We have launched development programs for
engineering, finance, and human resources and we continue to focus on recruiting top talent to strengthen our
bench. Qur compensation structure is designed to align with long-term investor interests, as employee bonuses are
linked to both operating results and cash flow improvement, and equity incentive awards generally only vest if our
total shareholder return exceeds that of the S&P 500. In summary, our organizational development efforts are focused
on improving SPX for the long-term.

During 2006, our focus on these initiatives contributed to improvement in revenues and operating income and margins
as described in the pages that follow. For 2007, we will continue to focus on and anticipate continued progress across alt
these key initiatives, which we expect will result in additional improvement in revenue and operating income and margins.
Other Significant 2006 ltems

There were a number of other significant items that impacted our 2006 operating resuits, including:

« The outstanding LYONs notes were repurchased for $660.3, their accreted value. We financed the repurchase and
the payment of the related tax recapture of $90.9 with amounts borrowed against our $750.0 delayed draw term loan
under our senior credit facilities.

« We repurchased 8.7 shares of our common stock for $436.3.

« We sold our Vance, Tower, and Dock Products businesses within our Industrial Products and Services segment for
combined cash proceeds of $121.0.

« We settled the tawsuit with VS| Holdings, Inc. (“VSI”) for $20.0, eliminating a significant contingent liability and the
distraction of a prolonged trial.
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« We recognized an income tax benefit of $34.7 resulting principally from the settlement of certain matters relating to
our 1998 to 2002 Federal income tax returns.

+ We reached an agreement in principle to settle both the Securities Class Action and the tag-along ERISA action. On
December 22, 2006, the court granted preliminary approval of the settlement and scheduled a settiement hearing on
April 10, 2007. Under the terms of the pending settlement, both actions will be dismissed with prejudice and our
aggregate net settlement payment, after reimbursement by our insurer, will be $5.1. We recorded a charge of $4.1 in
2006 relating to the pending settlement.

* We committed to a plan to divest an automotive components business within our Industrial Products and Services
segment. We have reported the business as a discontinued operation for all periods presented. As a result of the
planned divestiture, we recorded a charge during 2006 of $102.7 to “loss on disposition of discontinued operations,
net of tax™ in order to reduce the net assets to be sold to their estimated net realizable value.

» We completed the acquisition of Aktiebolaget Custos (“Custos”™) within our Flow Technology segment for a purchase
price of $184.0, which was net of cash acquired of $4.4 and included debt assumed of $23.2 and a provision of $5.5
for shares of Custos that had yet to be tendered as of December 31, 2006.

+« We made an advance payment of $66.6 associated with certain proposed adjustments by the Internal Revenue
Service that we are currently appealing.

Results of Continuing Operations

Seasonality and Competition — Many of our businesses follow changes in the industries and end markets that they
serve. In addition, certain businesses have seasonal fluctuations. Qur heating and ventilation products businesses tend to
be stronger during the third and fourth quarters, as customer-buying habits are driven largely by seasonal weather patterns.
Demand for cooling towers and related services is highly correlated to contract timing on farge construction contracts, which
may cause significant fluctuations from period to period. Revenues for our service solutions business typically follow
program launch timing for diagnostic systems and service equipment. In aggregate, our businesses generally tend to be
stronger in the second half of the year.

Although our businesses operate in highly competitive markets, our competitive position cannot be determined
accurately in the aggregate or by segment since our competitors do not offer all the same product lines or serve all the same
markets. In addition, specific reliable comparative figures are not available for many of our competitors. In most product
groups, competition comes from numerous concerns, both large and small. The principal methods of competition are price,
service, product performance and technical innovations. These methods vary with the type of product sold. We believe we
can compete effectively on the basis of each of these factors as they apply to the various products we offer.

Non-GAAP Measures — Organic revenue growth (decline} presented herein is defined as revenue growth (decline)
excluding the effects of foreign currency fiuctuations, acquisitions and divestitures and a change in accounting
classifications of certain sales program costs for periods in 2005. We believe that this metric is a usefu! financial measure for
investors in evaluating our operating performance for the periods presented, as when read in conjunction with our revenues,
it presents a useful tool to evaluate our ongoing operations and provides investors with a tool they can use to evaluate our
management of assets held from period to period. In addition, organic revenue growth (decline) is one of the factors we use
in internal evaluations of the overall performance of our business. This metric, however, is not a measure of financial
performance under accounting principles generally accepted in the United States {(*GAAP") and should not be considered a
substitute for revenue growth {decline) as determined in accordance with GAAP and may not be comparable to similarly
titled measures reported by other companies.
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The following table provides selected financial information for the years ended December 31, 2006, 2005, and 2004,
including the reconciliation of organic revenue growth to net revenue growth, as defined herein:

2006 vs. 2005 vs.

2006 2005 2004 2005% 2004%

REVBIIUES . . oo oo ettt ettt e e e e $4313.3 $3,8580 $3,638.1 118 6.0
GrOSS PrOfil ..ottt e 1,200.4 10853 11,0245 127 4.0

O Of FBVEIUBS .\ ittt en it c ettt aa st e enranns 27.8% 27.6% 28.2%
Selling, general and administrative expense . . .................... 867.3 778.7 7421 114 49

G OF FEVEIUES .. ottt e e et et i e 20.1% 20.2% 20.4%
Special charges, Net. .. ... it e e 4.4 9.1 37.8 (51.6) (75.9)
Impairment of goodwill and other intangible assets.. .............. — 36.2 175.3 * *
Other eXpense, NBL . .. ...ttt e (28.1) {17.5) (8.5) 6086 105.9
Interest eXpense, Nel. .. ... it {50.2) (50.59) (151.5) (0.8) (66.7)
Loss on early extinguishmentofdebt. ...................... . ... — (113.6) {2.6) * *
Equity earnings injointventures . ... 40.8 235 260 736 (9.6)
Income (loss) from continuing operations before income taxes . . .. .. 276.8 68.1 {82.8) * *
Income tax (provision) benefit. . ............ . oo {56.3) {66.9) 248 (15.8) *
Income (loss) from continuing operations .. ............ .. ol 2205 1.2 (58.0) * *
Components of Consolidated Revenue Growth:

Organic Growth . .. ... ... i i 9.7% 5.4%

FOreign CUIMBNCY. .« .o v vt e e it ia ettt et 0.7% (0.1)%

Acquisitionsand Cther,net . ........ ..ot 1.4% 0.7%

NetRevenue Growth. . ... ... . e 11.8% 6.0%

* Not meaningful for comparison purposes.

Revenues — For 2006, the increase in revenues was driven primarily by organic revenue growth. We continued to
experience strong demand for thermal services and repairs in Europe and dry cooling products in China within our Thermal
Equipment and Services segment, as well as within the power, mining, and oil and gas markets serviced by businesses in
our Flow Technology segment. Growth in our Industrial Products and Services segment was led by strong demand for
power transformers, crystal growing and laboratory equipment, machined components for aircrafts, and industrial and
hydraulic tools. Revenues also benefited from the fourth quarter of 2005 acquisition of CarTool GmbH (“Cartool”) in our Test
and Measurement segment.

For 2005, the increase in revenues was driven primarily by organic revenue growth within our Thermal Equipment and
Services segment, where we experienced strong demand for dry cooling products in China and for thermal services and
repairs in Europe, and within the mining, petro-chemical and sanitary markets serviced by our Flow Technology segment.
The organic growth in these segments was partially offset by an organic decline in our Test and Measurement segment,
mostly attributable to a decrease in revenues from fare-collection systems. Beyond organic growth, revenues for 2005 were
favorably impacted by the acquisitions of Actron and Auto X-ray in the Test and Measurement segment that occurred during
the second half of 2004.

Gross profit — The increase in gross profit in 2006 primarily was due to the revenue performance described above. The
following items favorably impacted gross profit as a percentage of revenues in 2006 when compared to 2005:

« Improved pricing and lean manufacturing initiatives within the Flow Technology segment.

e New product introductions, improved pricing, and favorable product mix associated with the specialty tools and
portable cable and pipe locator product lines of our Test and Measurement segment.

« improved pricing and favorable product mix associated with the power transformer and industrial and hydraulic tools
businesses within our Industrial Products and Services segment.

The following items partially offset the 2006 increases in gross profit described above:
« Higher pension and postretirement costs, primarily relating to our domestic pension plans.

« Lower profit margins for our bailer products business within our Thermal Equipment and Services segment as a result
of lower overall demand in the domestic heating markets, unfavorable product mix and higher manufacturing costs in
20086.
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The increase in gross profit in 2005, when compared to 2004, was due primarily to the revenue performance described
above. The following items impacted gross profit as a percentage of revenues in 2005 when compared to 2004:

Gross profit increased from the improved revenue performance of our Flow Technology segment. However, these
additional profits were partially offset by the impact of operating inefficiencies at the segment’s Dehydration and Air
Filtration businesses,

Gross profit increased from the improved revenue performance of our Thermal Equipment and Services segment
described above. However, these revenues came at lower margins, reflecting the competitive bidding environment
within the related markets.

Our boiler products business within our Thermal Equipment and Services segment incurred start-up costs relating to
its new Eden, NC facility.

We experienced an increase in self-insurance costs during 2005 of approximately $15.3, associated with workers’
compensation, product and general liability claims.

Gross profit for 2004 was negatively impacted by inventory write-downs of $17.7 in our Flow Technology and Test
and Measurement segments.

Selling, general and administrative ("SG&A”) expense — For 2008, the increase in SG&A expense of $88.6 was due
primarily to increases in headcount and associated costs to support the organic growth of our segments. Additionally, 2006
SG&A expense was higher due to the following:

Higher pension and postretirement costs, primarily relating to our domestic pension plans.

Higher stock based compensation expense of $9.3, resulting primarily from 2006 being the third year of our restricted
stock/restricted stock unit awards (i.e. three years of awards being amortized to earnings in 2006 compared to two
years of awards in 2005).

Charges of $4.1 in 2006 relating to the agreement in principle to settle both the Securities Class Action and the tag-
along ERISA action. See Note 14 to our consolidated financial statements for the details associated with this matter.

Charges of $6.7 relating to legacy legal matters.
Higher incentive compensation costs as a resuit of improved operating results in 2006.

Incremental costs associated with the Cartool and Custos acquisitions.

For 2005, the increase in SG&A expense of $36.6 was due to the following:

Higher stock based compensation expense of $19.2, resulting primarily from 2005 being the second year of our
restricted stock/restricted stock unit awards (i.e. two years of awards being amortized to earnings in 2005 compared
to one year of awards in 2004). In addition, 2004 stock based compensation expense included a credit of $8.2
associated with compensation previously recorded for restricted stock that was forfeited in connection with the
December 2004 retirement and resignation of our then Chairman, Chief Executive Officer and President.

Increases in headcount and associated costs within our Thermal Equipment and Services segment in support of our
expansion in China and Europe.

Higher costs associated with moving additional corporate functions to our Charlotte, NC headquarters and increased
pension costs.

Incremental costs associated with acquisitions completed in 2004 (e.g., Actron and Auto X-ray).

Higher incentive compensation costs as a result of improved operating results in 2005. In addition, the 2004 expense
also was |lower due to the fact that ten members of our senior management team agreed to forego payment of their
2004 incentive compensation.
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Special charges, net — Special charges related primarily to restructuring initiatives to consolidate manufacturing, sales,
and administrative facilities, reduce workforce, and rationalize certain product lines. See Note 6 to our consolidated financial
statements for the details of actions taken in 2006, 2005, and 2004. The components of special charges, net, follow:

2006 2005 2004

Employee benefit COSIS ... ... .o e $1.9 $59 $130
Facility consolidation COSIS . ... ... 0.9 7.8 7.6
OB CASH COSIS - - oot et e e e e e et e et e e e 05 1.8 1.9
NON-Cash ASSet WHIE-QOWNS . . . . .ottt e e e e e e 1.3 1.5 18.2
Gain On sale Of ASSO1S . ... .o i e s 0.2y (7.9 (2.9)
Total special Charges, NEt .. ... ... . e e $44 $91 $37.8

Impairment of goodwill and other intangible assets — For 2005, the impairment charge of $36.2 related to our Air
Filtration reporting unit, a component of the Flow Technology segment. For 2004, the impairment charge of $175.3 related to
our Fluid Power and TPS reporting units (both components of our Industrial Products and Services segment), as well as our
Radiodetection reporting unit (a component of our Test and Measurement segment). See Note 8 to our consclidated
financial statements for additional details.

Other expense, net — For 2006, other expense, net, was composed primarily of $20.0 in costs to settle the litigation with
VS| (see Note 14 to our consolidated financial statements) and $7.1 of currency transaction losses, while 2005 was
composed primarily of currency iransaction losses of $15.6 and legal charges of $6.7, partially offset by a $2.8 gain
associated with a reduction of liabilities related to an environmental remediation site and gains of $1.2 associated with the
sale of assets.

For 2005, the increase in ather expense, net, versus 2004, was due primarily to an increase in currency transaction
losses, as 2005 included currency transaction losses of $15.6 compared to $6.7 in 2004.

Interest expense, net — During 2006, interest expense, net, was impacted negatively by the fact that during the first half
of 2006 we redeemed the LYONSs, which carried an interest rate of 2,75%, and simultaneously became a borrower under our
delayed draw term facility, which currently carries a higher interest rate than the LYONSs. In addition, interest income for 2006
was $4.5 lower as a result of lower average cash balances during the year. These increases to interest expense, net, in 2006
were more than offset by the impact of the debt retirement activity in 2005. See Liquidity and Financial Condition and Note
12 of our consolidated financial statements for details pertaining to our 2005 debt retirement activity.

The reduction in interest expense for 2005 was primarily the result of the debt retirement activity during 2005 and 2004.
Additionally, interest income increased to $17.1 in 2005 from $4.8 in 2004. The increase in interest income was the result of
higher average cash balances associated with the cash proceeds from business dispositions during 2005 and higher
prevailing interest rates.

Loss on early extinguishment of debt — We incurred losses on the early extinguishment of debt in 2005 and 2004, which
were comprised of the following: (i) premiums and fees paid for, and the write-off of deferred financing costs associated with,
the redemption of the senior notes, (i} the write-off of deferred financing costs relating to the redemption of the term {oans,
and (iii) the termination of the remaining interest rate protection agreements in connection with the early repayment of the
term loans. Refer to Note 12 of our consolidated financial statements for additional details.

Equity earnings in joint ventures — The increase in equity earnings in joint ventures for 2006 was attributable to strong
operational performance at our EGS Electrical Group, LLC and Subsidiaries (*EGS”) joint venture. Additionaily, in 2005, we
recognized a charge of $7.5 representing our portion of the estimated costs of a legal settlement at EGS.

The decrease in equity earnings in joint ventures for 2005 was primarily the result of the charge noted above related to
EGS. These charges more than offset the year-over-year business growth at EGS. In addition, equity earnings for 2004 were
impacted by a legal charge at EGS, with our portion of the charge totaling $3.8.

Income taxes — For 2006, we recorded an income tax provision of $56.3 on $276.8 of pre-tax income, resulting in an
effective tax rate of 20.3%. The effective tax rate for 2006 was impacted favorably by income tax benefits of $34.7 and $8.3,
principally associated with the settiement of certain maiters relating to our 1998 to 2002 Federal income tax returns and
various state income tax returns, respectively.

For 2005, we recorded an income tax provision of $66.9 on $68.1 of pre-tax income, resulting in an effective tax rate of
98.2%. The high effective tax rate in 2005 primarily was the result of approximately $44.5 in income taxes that had been
provided for the repatriation of foreign earnings. Additionally, in 2005, we recorded impairment charges of $36.2 relating to
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goodwill and other intangible assets, for which the associated income tax benefit was only $4.0. These increases in the 2005
income tax provision were offset partially by the closure of certain domestic and intemnational tax matters, resulting in a
reduction to the 2005 tax provision of $15.1.

For 2004, we recorded an income tax benefit of $24.8 on a pre-tax loss of $82.8, resulting in an effective tax rate of
30.0%. The low effective tax rate in 2004 primarily was the result of impairment charges of $175.3, which generated an
income tax benefit of only $9.8, partially offset by an increase to the income tax benefit of $48.0 associated with changes in
estimates of income tax liabilities. These changes in estimate resulted from the closure of certain matters relating to the 1995
to 1997 income tax returns of General Signal Corporation and SPX Corporation and the 2000 income tax return of United
Dominioin Industries Limited (“UDI"). General Signal Corporation was acquired through a reverse merger in 1998 and UDI
was acquired in 2001,

Results of Discontinued Operations
For 2006, 2005, and 2004, income (loss) from discontinued operations and the related income taxes are shown below:

Year ended December 31,

2006 2005 2004

Income (loss) from discontinued operations . . ...t $(98.3) $1,5508 § 74.4
Income tax (provision) benefit. . ... ... L 48.5 (462.0) (33.5)
income (loss) from discontinued operations, net . ..............cooiii i $(49.8) $1,088.8 $ 409

For 2006, 2005 and 2004, results of operations from our businesses reported as discontinued operations were as
follows:

Year ended December 31,

2008 2005 2004
ROV ENUES . . . e $409.7 $928.8 $2,156.5
Pre-Tax Income {I0SS). . . ... ..ot e e 11.0 (3.7) 99.9

We report discontinued operations in accordance with the guidance of SFAS No. 144, “Accounting for the Impairment
or Disposal of Long-Lived Assets.” Accordingly, we report businesses or asset groups as discontinued operations when,
among other things, we commit to a ptan to divest the business or asset group, actively begin marketing the business or
asset group, and when the sale of the business and asset group is deemed probable within the next 12 months. The
following businesses, which have been sold, met these requirements and therefore have been reported as discontinued
operations for the periods presented.

Discontinued During Actual Closing

Business the Quarter Ended Date of Sale
Dock Products (“Dock”) . .. ... June 30, 2006 Q4 2006
Dielectric Tower (TowWer) . .. .. . e e e December 31, 2005 Q1 2006
Security and protection business ("Vance”™ ........... ... ... . . i September 30, 2005 Q1 2006
Mueller Steam, Febco and Polyjet product lines. . ...t September 30, 2005 Q4 2005
Aftermarket automotive products business ("Carfel™)........................... March 31, 2005 Q3 2005
Lab and life science business ("Kendro”™) ..., December 31, 2004 Q2 2005
Brookstone telecommunication services business. . ................ ... ......., March 31, 2005 Q1 2005
Fire detection and building fife-safety systems business (“EST™)................. December 31, 2004 Q1 2005
Specialty tool business. ... ... e December 31, 2004 Q1 2005
Compaction equipment business (“Bomag”™) ...........oouetreeenieenin. September 30, 2004 Q1 2005
Aal fan BUSINESS . . . ..o e e December 31, 2004 Q4 2004
Inspection gauging system business . . .......... ... .., December 31, 2004 Q4 2004
Municipal water valve business. ... ... ... ... .. .. June 30, 2004 Q4 2004

Dock — Sold for $43.5 in cash. In 2006, we recorded a gain on the sale of $29.0. This gain was primarily related to a tax
benefit recorded of $33.2, partially offset by expenses that were contingent primarily upon the consummation of the sale,
which included $0.3 due to the modification of the vesting period of restricted stock units that had been issued to Dock
employees (see Note 15 to our consolidated financial statements for further information).
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Tower — Sold for $6.9 in cash, including additional cash proceeds of $4.4 that related to the settlement of the working
capital associated with the transaction. in 2005, we recorded a charge, net of taxes, of $11.3 in order to reduce the net
assets to be sold to their estimated net realized value. During 2006, we reduced the net loss by $0.9 primarily as a result of
the working capital settiement noted above.

Vance — Sold for $70.6 in cash. In 2005, we recorded a net charge of $26.8 in order to reduce the net assets to be sold
to their estimated net realizable value. During 2006, we increased the net loss by $3.1, primarily for expenses that were
contingent upon the consummation of the sale, which included $1.6 due to the modification of the vesting period of
restricted stock units that had been issued to Vance employees (see Note 15 to our consolidated financial statements for
further informationy.

Mueller Steam, Febco and Polyjet — Sold for $44.7 in cash. In 2005, we recorded a gain on the sale of $50.7, which
included a tax benefit of $71.8.

Carfel — Sold for $12.0 in cash. In 2005, we recorded a |oss on the sale, net of taxes and transaction fees, of $21.9.

Kendro — Sold to Thermo Electron Corporation for $828.8 in cash. In 2005, we recorded a gain on the sale, net of taxes
and transaction fees, of $326.5.

Brookstone telecommunication services business — Sold for $0.9 in cash. In 2005, we recorded a loss on the sale, net
of taxes and transaction fees, of $§12.1.

EST — Sold to General Electric Company (“GE”) for $1,393.2 in cash, net of cash balances assumed by GE of $1.5. In
2005, we recorded a gain on the sale, net of taxes and transaction fees, of $662.5.

Specialty tool business — Sold for $24.2 in cash, with $21.8 received at the closing and $2.4 deposited in an escrow
account. In 2005, we recorded a loss on the sale, net of taxes and transaction fees, of $3.7. We received $1.7 of the escrow
amount in 2006.

Bomag — Sold to Fayat SA (“Fayat”) for $447.3 in cash, net of cash balances assumed by Fayat of $2.7. In 2005, we
recorded a gain on the sale, net of taxes and transaction fees, of $137.4.

Axial fan, inspection gauging system and municipal water valve businesses — Sold for aggregate proceeds of $49.9 during
2004. We recorded a combined loss, net of taxes and transaction fees, on the sales of these businesses of $23.6 in 2004.
During 2005, we increased the loss on the sales of these businesses by $1.6 due primarily to working capital adjustments in
connection with final purchase price settlements with the respective buyers. In addition, we received $2.5 in the fourth
quarter of 2005 relating to a final payment on a promissory note received in connection with the sale of the Axial fan
business.

The final purchase price for certain of the divested businesses is subject to adjustment based on working capital
existing at the respective closing dates. The working capital figures are subject to agreement with the buyers or if we cannot
come to agreement with the buyers, an arbitration process. Finalization of the working capital figures for certain of these
transactions has yet to occur and, accordingly, it is possible that the purchase price and resulting gains (losses) on these
transactions may be materially adjusted in subsequent periods.

In the third quarter of 2006, we committed to a plan to divest an automotive components business within our Industrial
Products and Services segment. We are actively pursuing the sale of this business and anticipate that the sale will be
completed in the first half of 2007. Accordingly, we have reported, for all periods presented, the financial condition, results of
operations, and cash flows of this business as discontinued operations in our consolidated financial statements. As a result
of the planned divestiture of the automotive components business, we recorded a charge of $102.7 during 2006 to “loss on
disposition of discontinued operations, net of tax” in order to reduce the net assets to be sold to their estimated net
realizable value.

in addition to the gains/losses recorded in 2006 relating to the Dock, Tower, Vance, and the automotive companents
businesses discussed above, we recognized a net gain in 2006 of $20.1 resulting from adjustments to gains/losses on sales
of businesses that were previously discontinued, with such adjustments primarily related to reductions in income tax
liabilities.
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Segment Results of Operations

The foliowing information should be read in conjunction with our consolidated financial statements and related notes.
The segment resuits exclude the operating results of discontinued operations for all periods presented. See Note 5 to our
consclidated financial statements for a description of each of our reportable operating segments.

Non-GAAP Measures — Throughout the following discussion of segment results, we use “organic revenue” growth
(decline) to facilitate explanation of the operating performance of our segments. Organic revenue growth is a non-GAAP
financial measure, and is not a substitute for revenue growth (decline). Refer to the explanation of this measure and purpose
of use by management under Results of Continuing Operations.

Fiow Technology

2006 vs. 2005 vs.
2006 2005 2004 2005% 2004%

ReVBnUeS . . e $960.2 %8781 $8109 9.3% 8.3%

Segment INCOME. . ...ttt e e e e 1345 1012 1021  329% (0.9)%
%oOfrevenues ... ... 14.0% 11.5% 126%

Components of Segment Revenue Growth:

Organic Growth. . ... . e 7.6% 7.6%

Foreign Curmency ... ... i e e 1.1% 0.1%

Acquisitions and Other, Net. . ........... ... . ...ocoiviiiin..., _06% 0.6%
Net Segment Revenue Growth ............. ..o i, 9.3% 8.3%

Revenues — For 2006, the increase in revenues was due primarily to organic revenue growth resulting from strong
demand within the power, mining, oil and gas and dehydration markets, pricing improvements, and new product
introductions. For 2005, the increase in revenues was due primarily to organic revenue growth within the mining, petro-
chemical, and sanitary markets.

Segment Income — For 2006, segment income and margin were favorably impacted by the items noted above,
improved operating leverage on organic revenue growth, lean manufacturing initiatives and a reduction in operating
expenses in 2006 as a result of the favorable impact of 2005 restructuring initiatives. In addition, during 2005, charges of
$4.0 were incurred in connection with operating inefficiencies at a Canadian operation.

For 2005, segment income was essentially flat compared to 2004. The 2005 segment income was impacted favorably
by the organic revenue growth noted above. However, the incremental 2005 segment income effects of this growth were
offset by operating inefficiencies at the segment's Dehydration and Air Filtration businesses, higher self-insurance costs of
$3.9 associated with workers compensation, product and general liability claims and, as noted above, a charge of $4.0 due
to operating inefficiencies within an operation in Canada.

Test and Measurement
2006 vs. 2005 vs.
2006 2005 2004 2005% 2004%
ReVenuUES . . . o o $1,137.5 $1,0596 $1,00286 7.4% (3.00%
SegmentInCome. . ... e e 159.1 129.9 1279  22.5% 1.6%
o Of FBVENUES .. ... . i e 14.0% 12.3% 11.7%
Components of Segment Revenue Growth:
Organic Growth. ... ... . . . i 25% (4.0)%
Foreign CurmrenCy . ...t e 0.5%  (0.2)%
Acquisitionsand Other, Net. . .. .................... ... ..... 4.4% 1.2%
Net Segment Revenue Growth .. .......................... ‘ 7.4% (3.0)%

Revenues — For 20086, the increase in revenues was due primarily to the impact of the fourth quarter 2005 acquisition of
Cartool, as well as organic revenue growth associated with increased European OEM volumes.

For 2005, the decline in revenues compared to 2004 was primarily from the decline in organic revenues, partially offset
by the impact of 2004 acquisitions (Actron and Auto X-Ray) and the fourth quarter 2005 acquisition of CarTool. The decline
in organic revenues was primarily the result of a decrease in revenues from fare-collection systems. Revenues from fare-
collection systems are affected by the timing of large contracts with municipalities and Federal funding of transportation
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initiatives, which can cause fluctuations in revenues from period to period. The comparison to the prior year was also
impacted by unusually strong 2004 European OEM programs.

Segment income — For 2006, segment income and margin increased primarily due to the organic revenue growth noted
above, as well as the result of new product introductions, improved pricing, favorable product mix, and lean manufacturing
initiatives, primarily within the segment’s portable cable and pipe locator product lines. Additionally, the acquisition of
CarTool, as noted above, contributed to the increase in segment income. These increases were partially offset by a 2005
benefit of $2.6 relating to the reimbursement of excess charges by a freight company.

For 2005, the increase in segment income was due to improved product mix due to a decrease in low margin dealer
equipment services’ revenues in 2005, a 2005 benefit of $2.6 relating to the reimbursement of excess charges by a freight
company, and inventory write-downs in 2004 of $7.5 associated with the discontinuance of certain utility and
telecommunications products lines. These increases were mostly offset by lower sales volumes of fare-collection systems as
noted above, an increase in self-insurance costs of $3.4 associated with workers’ compensation, product and general
liability claims, and lower sales volumes from European OEM programs as noted above.

Thermal Equipment and Services
2006 vs. 2005 vs.

2006 2005 2004 2005% 2004%
REVENUES . . ottt ettt et e e s $1,3789 $1,204.3 §$1,065.3 14.5% 13.0%
SegmentINnCoOmMe. . ... vt 104.7 118.3 126.7 (11.5)% (6.6)%
G Of TEVENUES .. ..o it s 7.6% 9.8% 11.9%
Components of Segment Revenue Growth:
Organic Growth. .. .. ... i 13.5% 13.0%
Foreign CUurmrency . ...t 1.0% —%
ACQUISIEIONS . ... ..o —% _—%
Net Segment Revenue Growth . ............... ..., 14.5% 13.0%

Revenues — For 2008, the increase in revenues was due primarily to organic revenue growth derived from the strong
demand for thermal services and repairs in Europe and dry cooling products in China, offset partially by softness in the
domestic heating market.

For 2005, the increase in revenues was due to organic revenue growth. The organic revenue growth related to strong
demand for dry cooling products in China, and thermal services and repairs in Europe.

Segment Income — For 2006, segment income declined despite the increase in organic revenue. The favorable impact
of organic revenue growth on segment income was more than offset by a decline in profitabiiity at the segment’s boiler
products business primarily due to softness in the domestic heating market, unfavorable product mix, and higher
manufacturing costs. The following items also impacted comparability of segment income:

« A $2.8 write-down of accounts receivable in 2006 relating to an ongoing customer issue.
e Charges of $3.3 during 2005 associated with an operation in France.

For 2005, segment income benefited from the increase in revenues generated from dry cooling contracts in China and
thermal service and repair contracts in Europe, although at lower margins. This decline in margin reflects a change in global
product mix. In addition, segment income also benefited from a reduction in warranty costs at the segment’s boiler products
business as a result of a change in the related warranty program. However, these favorable effects were more than offset by
the impact of additional SG&A costs to support the segment’s expansion in China and Europe, start-up costs relating to the
boiler products business new Eden, NC facility, higher self-insurance costs of $3.0 associated with workers' compensation,
product and general liability claims, and the $3.3 charge noted above for an operation in France.
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Industrial Products and Services

2006 vs. 2005 vs.
2006 2005 2004 2005% 2004%

REVENUES . .. . $836.7 $716.0 $670.3 16.9% 6.8%

SegmentIncome. ... 99.0 67.5 422  46.7% 60.0%
%ofrevenues ... ..., 11.8% 9.4% 6.3%

Components of Segment Revenue Growth:

Organic Growth. ... ... . .. 16.7% 6.0%

Foreign Cumency . ... 0.2% —%

ACQUISIEIONS . .. ... —% _0.8%
Net Segrment Revenue Growth .. ...............ccoivinnnn.., 16.9% 6.8%

Revenues — For 20086, the increase in revenues was due to organic revenue growth in the segment. A large part of the
organic growth was driven by strong demand for power transformers, crystal growing and laboratory equipment, machined
components for aircraft, and industrial and hydraulic tools.

For 2005, the increase in revenues was due to organic revenue growth associated with increased pricing and demand
for the segment’s power transformers, laboratory equipment, and broadcast products.

Segment Income — For 2006, the increase in segment income and margin was due primarily to the organic revenue
growth described above, improved pricing and favorable mix associated with the power transformer and industrial and
hydraulic tools business and efficiencies achieved from lean manufacturing initiatives.

For 2005, segment income increased due to the organic growth noted above, as well as a result of manufacturing
efficiencies at certain of the segment’s businesses. The comparability of segment income between 2005 and 2004 was
impacted by a credit of $2.0 in 2005 for operational cost improvements at an environmental remediation site and an increase
in self-insurance costs in 2005 of $5.0 associated with workers’ compensation, praduct and general liability claims.

Corporate Expenses and Other Expenses

2006 vs. 2005 vs.

2006 2005 2004 2005% 2004%
Total Consolidated Revenues . ................ocovvvnns, $4,313.3 $3,858.0 $3,639.1 11.8% 6.0%
Corporate EXpenses . . ...oou i 96.1 87.6 100.9 9.7% (13.2)%
T OfraVeNLES .. . 2.2% 2.3% 2.8%
Stock based Compensation Expense ..................... 37.6 28.3 9.1 329% 211.0%
Pension and Postretirement Expense. . .................... 449 28.5 220 52.2% 34.1%

Corporate Expense — Corporate expenses generally relate to the cost of our Charlotte, NG corporate headguarters and
our Horsham, PA information technology data center. For 20086, the increase in corporate expenses was due primarily to
charges of $4.1 associated with the agreement in principle to settle both the Securities Class Action and the tag-along ERISA
action, charges of $6.7 relating to legacy legal matters, and additional incentive compensation resulting from higher
consolidated operating profits in 2006. These increases were partially mitigated by one-time relocation and other costs in
2005 associated with moving certain corporate functions to our Charlotte, NC headquarters as well as higher professional
fees in 2005 primarily associated with the continued implementation of the regulatory requirements of the Sarbanes-Oxley
Act of 2002,

For 2005, the decline in corporate expenses was due primarily to the fact that 2004 corporate expenses included $15.5
of separation costs associated with the retirement and resignation of our then Chairman, Chief Executive Officer and
President. This decline was offset partially by higher incentive compensation expense in 2005 as a result of improved
operating resuits for the year and the one-time relocation and other costs for 2005 mentioned above.

Stock based Compensation — The 2006 increase in stock based compensation expense was primarily the result of
2006 being the third year of our restricted stock/restricted stock unit awards (i.e. three years of awards being amortized to
earnings in 2006 compared to two years in 2005), partially offset by the effect of adopting SFAS No. 123(R) in the first
quarter of 2006. Had our stock based compensation been calculated on the same basis as in 2005, our expense for the year
would have been $14.2 higher (see Note 15 to our consolidated financial statements for details regarding our adoption of
SFAS No. 123(R)). The 2005 increase in stock based compensation expense was primarily the result of 2005 being the
second year of our restricted stock/restricted stock unit awards (i.e., two years of awards being amortized to earnings in
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2005 compared to one year of awards in 2004). In addition, 2004 stock based compensation expense included a credit of
$8.2 associated with compensation previously recorded for restricted stock that was forfeited in connection with the
December 2004 retirement and resignation of our then Chairman, Chief Executive Officer and President.

Pension and Postretirement Expense — Pension and postretirement expense represents our consolidated expense,
which we do not allocate for segment reporting purposes. The increase in pension and postratirement benefit expense for
2006 versus 2005 and for 2005 versus 2004 was due primarily to the amortization of deferred losses within our domestic
pension plans associated with lower than projected returns on plan assets and lower interest rates,

QOutlook

The following table highlights our segment expectations for 2007 based on information available at the time of this
report. We define forecasted trends as follows: “Growth” — Future end market performance is expected to be above the
prior year; “Flat” — Future end market performance is expected to be flat compared to the prior year; “Decline” — Future
end market performance is expected to be below the prior year.

2007 Annual

Segment Forecasted Trend Comments

Flow Technology......... Growth We expect strong revenue growth as a result of our December 2006
acquisition of Custos and continued organic growth across the
segment driven by favorable trends in the oil and gas, mining, petro-
chemical, and sanitary markets. The segment had backlog of
approximately $327.7 and $184.1 as of December 31, 2006 and 2005,
respectively,

Test and Measurement. . .. Growth We expect organic revenue growth to continue in 2007 driven by

continued globalization of our automotive diagnostics and specialty
tools product lines. Backlog for the segment is not material as the
related businesses are short-cycle in nature.

Thermal Equipment and

Services .............. Growth We expect organic revenue growth to remain strong in 2007 based on
increasing global demand for cooling solutions and thermal services in
the construction and renovation of power plants. We had a backlog of
approximately $1,166.2 and $742.4 as of December 31, 2006 and 2005,
respectively, across the segment, with the majority of this in our cooling
equipment and services businesses. Accordingly, we expect organic
revenue growth to approach the double-digit rate experienced in 20086.

Industrial Products and ‘

Services .............. Growth We expect organic revenue growth across the majority of the
segment’s businesses, with the most notable growth in our power
transformer business. Backlog for the segment totaled approximately
$538.4 and $403.5 as of December 31, 2006 and 2005, respectively.

Liquidity and Financial Condition

Listed below are the cash flows from (used in) operating, investing, and financing activities, and discontinued
operations, and the net change in cash and cash equivalents for the years ended December 31, 2006, 2005, and 2004,

2006 2005 2004
Continuing Operations:

Cash flows from operating activities . . .. ... $ 658 $ 2575 $ 108
Cash flows from (used in} investing activities ............ .. oo (85.1} 2,700 (86.4)
Cash flows used infinancingactivities . ... ... oo (62.1) (2,499.6) (200.9)
Cash flows from (used in) discontinued operations . ............. ... (26.4) (440.3) 135.3
Increase (decrease) in cash and equivalents due to changes in foreign currency

EXChANGE FAIES .. ...\ttt ittt e 4.8 (23.9) 71

Net changeincashandequivalents. ......... ..o, $(103.0) $ 6.2) $(134.09)
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2006 Compared to 2005:

Operating Activities — The primary factors contributing to the decrease in cash flows from operating activities during
2006 as compared to 2005 were as follows:

= Accreted interest (since issuance) of $84.3 paid in connection with the 2006 LYONs redemption. Unlike the zero
coupon LYONSs, our current credit facilities have interest paid quarterly.

» Income tax payments of $90.9 resulting from the tax recapture associated with the 2006 LYONs redemption and
advance payments to the Internal Revenue Service of $66.6 relating to proposed adjustments we are currently
appealing. See Note 11 10 our consolidated financial statements for additional details.

* Additional investments in accounts receivable and inventories associated with the organic revenue growth
experienced in 2006 and expected in 2007.

» Payment of $20.0 related to the settlement of the lawsuit with VSi Holdings, Inc.

The above decreases in operating cash flows were partially offset by the cash flow impact of higher operating earnings
in 2006 and an increase in customer deposits, particularly for our power systems and transformer business, during the year.

Investing Activities — The primary factors contributing to the decrease in cash flows from investing activities during 2006
as compared to 2005 were as follows:

» Proceeds totaling $123.0 from the sale of various businesses compared to $2,751.2 in 2005.
* Anincrease in business acquisitions and investments ($169.4 in 2006 compared to $50.4 in 2005).
* A decrease in proceeds from other asset sales ($19.4 in 2006 versus $41.4 in 2005).

* An increase in capital expenditures relating primarily to the implementation of new enterprise resource planning
("ERP"} software systems across the company in connection with our ERP rationalization initiative ($58.1 in 2006
compared to $42.1 in 2005).

Financing Activities — The primary factors contributing to the decrease in cash used in financing activities during 2006
as compared to 2005 were as follows:

* Repayments of $1,073.4 on our Tranche A and B term loans and repurchases of our senior notes, including
premiums of $72.9, totaling $744.5 in 2005.

* Borrowings of $750.0 under the delayed draw term loan of our senior credit facilities as a means of financing the
redemption of the LYONs noted below in 2008.

» Repurchases of our common stock totaling $436.3 during 2006 compared to $624.7 in 2005.

* Borrowings of $83.2 under our global revolving ioan facility as a means of financing a portion of the cash purchase
price associated with acquisition of Custos in December 2606.

 Proceeds from the exercise of stock options totaling $196.8 in 2006 compared to $38.3 in 2005.

» Dividends paid totaling $59.9 during 2006 as compared to $73.3 in 2005 due to a decrease in the number of shares
outstanding.

The above decreases were partially offset by the following:
» Principal payments in 2006 of $576.0 in connection with the LYONs redemption.
* Principal payments in 2006 of $15.0 on the delayed draw term loan.
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Discontinued Operations — The primary factors contributing to the increase in cash flows from discontinued operations
during 2006 as compared to 2005 were as follows:

« Cash flows for 2005 included tax payments of $406.4 associated with the sales of Kendro, Bomag and EST.
« Cash flows for 2005 included repayments by Bomag of $15.3 under its accounts payable financing program and fees
paid in connection with the disposition of certain businesses during the 2005 and 2004.
2005 Compared to 2004:

Operating Activities — The primary factors contributing to the increase in cash fiows from operating activities during
2005 as compared to 2004 were as follows:

« Higher operating earnings in 2005.

A reduction in the year-over-year investment in accounts receivable and inventories.

Lower payments for incentive compensation ($26.0 in 2005 compared to $49.8 in 2004).

A reduction in interest payments of $81.7 in 2005 resulting from the debt retirements in 2005.

Legal fees of $14.9 paid in the first quarter of 2004 related to the Microsoft settlement that occurred in the fourth
quarter of 2003,

Supplier payments of $18.0 made in the first quarter of 2004 related to the December 2003 Hamon acquisition.
The above increases in operating cash flows for 2005 were partially offset by the following:

« Contributions totaling $21.5 made in 2005 in connection with the consolidation of our pension plans in the United
Kingdom.

« Net income tax payments totaling $27.1 relating primarily to the repatriation of foreign earnings to the United States
during 2005.

« Cash payments of $13.3 associated with the termination of interest rate swap contracts.

Investing Activities — The primary factors contributing to the increase in cash flows from investing activities during 2005
as compared to 2004 were as follows:

« Proceeds totaling $2,751.2 in 2005 from the sale of various businesses, compared to $54.1 in 2004.

« Cash flows for acquisitions and investments totaling $121.7 in 2004, while the amount for acquisitions and
investments in 2005 was only $50.4.

« Proceeds from other asset sales of $41.4 in 2005, primarily from the sale of land in Milpitas, CA in the third quarter of
2005, compared to total proceeds of $14.1 in 2004.

The above increases in investing cash flows were partially offset by increased capital expenditures in 2005 ($42.1 in
2005 compared to $32.9 in 2004).

Financing Activities — The primary factors contributing to the increase in cash flows used in financing activities during
2005 as compared to 2004 were as follows:

The repurchase of our senior notes totaling $744.5.

Repayments on our Tranche A and B terms loans collectively totaling $1,073.4.
The redemption of our LYONSs totaling $17.9.

Repurchases of our common stock totaling $624.7 in 2005 compared to $42.3 in 2004.

Discontinued Operations — The primary factors contributing to the decrease in cash flows from discontinued operations
during 2005 as compared to 2004 were as follows:

« Income tax payments totaling $406.4 primarily associated with the gains on the sales of EST, Kendro and Bomag.
« Fees paid during 2005 associated with businesses sold during the fourth quarter of 2004 and in 2005.

« Lower operating cash flows for Bomag, EST and Kendro during 2005 due primarily to their disposition in January,
March and May of 2005, respectively.
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» Repayments of $15.3 under Bomag's accounts payable financing program in 2005 versus a cash inflow of $22.6 in
2004.

Borrowings

The following surmmarizes our outstanding debt and debt activity as of, and for the year ended, December 31, 20086.

See Note 12 to our consolidated financial statements for the details regarding our 2006 debt activity.

December 31, December 31,
2005 Borrowings Repayments  Other® 2006

LYONs! L $658.6 $ —_ $(660.3) $ 1.7 5 —
7.50%seniornotes ......... ... L, 28.2 — — — 28.2
6.25% seniornotes ... ... .. e, 21.3 —_ — — 213
Global revolving loan facility® ., . ................. — 83.2 — (0.4) 828
Delayed draw term loan™. ., ... ... ............... — 750.0 {15.0) — 735.0
Other indebtedness® ........................... 73.5 200.5 (205.0) 28.3 97.3

TotalDebt. ........... 781.6 $1,083.7 $(880.3) $29.6 964.6
Less:shorttermdebt........................... 64.9 168.7
Less: current maturities of long-term debt . .. ..... ., 2.6 423
Total Long-termDebt ........................... $714.1 $753.6

W]

@

3
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The LYONs were net of unamortized discount of $336.1 at December 31, 2005. The remaining LYONs had a put option
date within twelve months of December 31, 2005 (February 2006). In accordance with SFAS No. 78, “Classification of
Obligations That are Callable by the Creditor,” obligations that are by their terms due upon demand within one year of
the balance sheet date are to be considered short-term obligations, unless the obligor has the ability and intent to
refinance. In February 2006, all but $0.2 of the remaining LYONs were put to us and settled in cash for $660.2, their
accreted value on such date, with amounts borrowed under the delayed draw term loan of our senior credit facilities.
Since the LYONs were refinanced with amounts under our senior credit facilities, we classified the outstanding balance
for the LYONs as long-term debt as of December 31, 2005. In June 20086, we repurchased the remaining LYONs.

A portion of the cash purchase price ($83.2) associated with our acquisition of Custos {see Note 4 to cur consolidated
financial statements for the details regarding the acquisition of Custos) was financed with amounts under the global
revolving loan facility of our senior credit facilities.

During the year ended December 31, 2006, we had gross borrowings and repayments of $199.0 under our trade
receivables financing agreement (see below for further details). The maximum outstanding balance under this financing
agreement during the year ended December 31, 2006 was $80.0, of which $1.0 remained outstanding as of
December 31, 2006 (consistent with the amount outstanding under this agreement at December 31, 2005).

Other indebtedness includes debt assumed in connection with the Custos acquisition (see Note 4 to our consolidated
financial statements).

“Other” includes interest accretion on the LYONs, debt assumed, and foreign currency translation on any debt
instruments denominated in currencies other than the U.S. dollar.

Credit Facilities

On November 18, 2005, we entered into our senior credit facilities with a syndicate of lenders that replaced our then

existing credit facilities, which were simultaneously terminated. Our senior credit facilities provide for committed senior
secured financing of approximately $1,625.0, consisting of the following:

 adelayed draw term loan facility in an aggregate principal amount of $750.0 with final maturity in November, 2010;
» a domestic revolving loan facility in an aggregate principal amount of $350.0 with final maturity in November, 2010;
+ aglobal revolving loan facility in an aggregate principal amount of $100.0 with final maturity in November, 2010; and

* aforeign trade facility in an aggregate principal amount of up to the U.S. dollar equivalent, at issuance, of $425.0 with
final maturity in November, 2010, subject to two possible extensions of the final maturity date of two years each, at
our option. As of December 31, 2006, the U.S. doliar equivalent of available issuance capacity under the foreign trade
facility, exclusive of any outstanding letters of credit, was $475.0.
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We have the ability to add additional commitments under the foreign trade facility in an aggregate principal amount of
up to the U.S. dollar equivalent of $25.0, without the need for consent of the existing lenders. In addition, we may also seek
additional commitments from new or current lenders for incremental term loan facilities or increases in commitments in
respect to the other facilities not exceeding an aggregate principal amount of $250.0, without the need for consent of the
existing lenders.

We currently utilize the revolving loan facilities for the issuance of letters of credit and certain of our foreign subsidiaries
utilize (and others may utilize) the foreign trade facility for the issuance of foreign credit instruments. The revolving credit
facility may be used from time to time for working capital and general corporate purposes, including domestic letters of
credit of up to $275.0, by our subsidiaries and us. The foreign trade facility may be used by our foreign subsidiaries to obtain
bank guarantees, stand-by letters of credit and similar foreign trade instruments in connection with their business
operations.

The interest rates applicable to loans under our senior credit facifities are, at our option, equal to either an alternate
base rate (“ABR” or prime) or an adjusted Eurodollar bank deposit rate plus, in each case, an applicable margin percentage,
which varies based on our Consolidated Leverage Ratio (generally defined as the ratio of consolidated total debt (net of
cash equivalents in excess of $50.0) at the date of determination to consolidated adjusted earnings before interest, taxes,
depreciation, and amortization (“EBITDA”) for the four fiscal quarters ended on such date). We may elect interest periods of
one, two, three or six months for Eurodollar borrowings. The interest rate margins applicable to base rate and Euro doliar
loans are as follows:

Margin for Eurocurrency
Loans and Foreign Credit  Margin for ABR

Consolidated Leverage Ratio Instruments Loans

Greaterthanorequalto 3.00t01.0 ... ..o 1.500% 0.500%
Between 2.00t01.0and 3.00t01.0........ . . i i ‘ 1.250% 0.250%
Between 1.50101.0and 20010 1.0 . ..o i 1.000% 0.000%
Between 1.00t01.0and 1.50101.0. . ... ... . L 0.875% 0.000%
Lessthan 1.0010 1.0, .. .. ottt i e 0.750% 0.000%

The term loan is repayable in quarterly installments with each such payment being equal to a percentage of the
aggregate principal amount of the initial term loans borrowed by us, as follows: (i) 2006 (starting in the second quarter of
2006) — approximately 0.67% per quarter; (ii) 2007 — 1.25% per quanter, {iii) 2008 — 2.5% per quarter; (iv) 2008 — 3.75%
per quarter; and (v} 2010 — 17.0% per quarter.

Our senior credit facilities require mandatory prepayments in amounts equal to the net proceeds from the sale or other
disposition {including from any casualty to, or a governmental taking) of property (other than in the ordinary course of
business and subject to other exceptions) by us or our subsidiary guarantors in excess of $10.0. Mandatory prepayments
will be applied first to prepay the term loan and then to reduce permanently the term loan commitments. No prepayment or
commitment reduction is required to the extent the net proceeds are reinvested in permitted acquisitions, permitted
investments or assets to be used in our business within 360 days of the receipt of such proceeds.

Indebtedness under our senior credit facilities is guaranteed by: (i) each of our material domestic subsidiaries; {ii) each
of our material first-tier foreign subsidiaries, to the extent no material adverse tax consequence would result and to the extent
permitted under local law; and {jii) us with respect to the obligations of our subsidiaries under the foreign trade facility. In
addition, indebtedness under our senior credit facilities is secured by a first priority pledge and security interest in 100% of
the capital stock of our domestic subsidiary guarantors and 66% of the capital stock of our material first-tier foreign
subsidiaries. If the outstanding indebtedness under the senior credit facilities is rated “Ba2" or less by Moody's and “BB" or
less by S&P, then we and our domestic subsidiary guarantors are required to grant security interests, mortgages and other
liens on substantially all of our property.

Our senior credit facilities require that we maintain a Consolidated Interest Coverage Ratio (generally defined as the
ratio of consolidated adjusted EBITDA for the four fiscal quarters ended on such date to consolidated interest expense for
such period) as of the last day of any fiscal quarter of at least 3.50 to 1.00, and a Consolidated Leverage Ratio {net of cash
equivalents in excess of $50.0) as of the last day of any fiscal quarter of no more than 3.25 to 1.00. Our senior credit facilities
also contain covenants that restrict our ability to incur additional indebtedness, grant liens, make investments, loans,
guarantees or advances, make restricted junior payments, including dividends, redemptions of capital stock and voluntary
prepayments or repurchase of certain other indebtedness, engage in mergers, acquisitions or sales of assets, enter into sale
and leaseback transactions or engage in certain transactions with affiliates and otherwise restrict certain corporate activities.
We do not expect these covenants to restrict our liquidity, financial condition or access to capital resources in the
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foreseeable future. Lastly, our senior credit facilities contain customary representations, warranties, affirmative covenants,
and events of default.

We are permitted under our senior credit facilities to repurchase our capital stock and pay cash dividends in an
unlimited amount if our gross Consolidated Leverage Ratio is less than 2.50 to 1.00. If our gross Consolidated Leverage
Ratio is greater than or equal to 2.50 to 1.00, the aggregate amount of such repurchases and dividend declarations cannot
exceed (A) $75.0 in any fiscal year plus (B) an additional amount for ail such repurchases and dividend declarations made
after November 18, 2005 equal to the sum of (i) $250.0 and (i) a positive amount equal to 50% of cumulative consolidated
net income during the period from October 1, 2004 to the end of the most recent fiscal quarter for which financial information
is available preceding the date of such repurchase or dividend declaration (or, in case such consolidated net income is a
deficit, minus 100% of such deficit).

At December 31, 2006, we were in compliance with all covenant provisions of our senior credit facilities, and did not
have any restrictions on our ability to repurchase shares or pay dividends.

During 2005, in connection with the repayment of $1,073.4 on the term loans of our then-existing senior credit facilities,
we recorded charges of $29.6 associated with the write-off of deferred financing costs and the termination of the remaining
interest rate protection agreements related to the term loans, with $28.2 recorded to “loss on early extinguishment of debt”
and the remainder to “Income (loss} from discontinued operations.”

Senior Notes

During the first quarter of 2005, we completed cash tender offers for $668.2, or 93%, of the then outstanding principal
amount of our 7.50% and 6.25% senior notes due January 1, 2013 and June 15, 2011, respectively. The amount of the
senior notes tendered exceeded the requisite consent thresholds for removing substantially all of the restrictive covenants
and certain of the default provisions contained in the indenture governing the senior notes. Additionally, during the second
and third quarter of 2005, we redeemed $3.4 of the senior notes. In connection with these redemptions, we recorded
charges of $85.4 to “loss on early extinguishment of debt” associated with premiums and fees paid to redeem the notes and
the write-off of deferred financing costs related to the notes.

Other Borrowings and Financing Activities

Certain of our businesses participate in extended accounts payable programs through agreements with certain lending
institutions. Under the arrangements, our businesses are provided extended payment terms. As of December 31, 2006 and
December 31, 2005, the participating businesses had $14.2 and $15.7, respectively, outstanding under these arrangements.
Additionally, certain of our businesses purchase goods and services under a purchasing card program allowing for payment
beyond normal payment terms. As of December 31, 2006 and December 31, 2005, the participating businesses had $46.5
and $48.2 outstanding under this arrangement. As these arrangements extend the payment of our businesses’ payables
beyond their normal payment terms through third-party lending institutions, we have classified these amounts as short-term
debt.

We are party to a trade receivables financing agreement, whereby we can borrow, on a continuous basis, up to $130.0.
Availability of funds may fluctuate over time given changes in eligible receivable balances, but will not exceed the $130.0
program limit. The facility contains representations, warranties, covenants, and indemnities customary for facilities of this
type. The facility does not contain any covenants that we view as materially constraining to the activities of our business. We
had $1.0 outstanding under this financing agreement at both December 31, 2006 and 2005.

Current Availability

At December 31, 2006, we had $255.4 of available borrowing capacity under our revolving credit facilities after giving
effect to borrowings under the global revolving loan facility of $82.8 and to $111.8 reserved for outstanding letters of credit.
In addition, at December 31, 2006, we had $143.0 of available issuance capacity under our foreign trade facility after giving
effect to $332.0 reserved for outstanding letters of credit. We believe that current cash and equivalents, which totaled $477.2
at December 31, 2008, and our availability under our senior credit facilities and existing trade receivable financing agreement
will be sufficient to fund working capital needs, planned capital expenditures, on-going equity repurchases, dividend
payments, other operational cash requirements, and required debt service.

We have a shelf registration statement for 4.3 shares of common stock that may be issued for acquisitions. We also
have a $1,000.0 shelf registration that may be used in connection with an offering of certain debt and or equity securities for
general corporate purposes or for the refinancing of existing debt. In addition, other financing instruments may be used from
time to time, including, but not limited to, private placement instruments, operating leases, capital leases and securitizations.

34




We expect that we will continue to access these markets as appropriate to maintain liquidity and to provide sources of funds
for general corporate purposes or to refinance existing debt.

Cash and Other Commitments

Balances, if any, under the revolving loans and foreign trade facilities of our senior credit facilities are payable in full in
November 2010, the maturity date of the facilities. Balances under the delayed draw term loan of our senior credit facilities
are payable in quarterly installments with each such payment being equal to the percentage of the aggregate principal
amount of the initial term loans borrowed by us, as follows: (i) 2006 (starting in June 2006) — approximately 0.67% per
quarter; 2007 — 1.25% per quarter; (i) 2008 — 2.5% per quarter; 2009 — 3.75% per quarter; and 2010 — 17.0% per
quarter.

We use operating leases to finance certain equipment and other purchases. At December 31, 2006, we had $157.9 of
future minimum rental payments under operating leases with remaining non-cancelable terms in excess of one year.

In 2003, our Board of Directors approved the implementation of a quarterly dividend program. The actual amount of
each quarterly dividend, as well as each declaration date, record date and payment date is subject to the discretion of the
Board of Directors, and the target dividend level may be adjusted during the year at the discretion of the Board of Directors.
The factors that the Board of Directors considers in determining the actual amount of each quarterly dividend include our
financial performance and on-going capital needs, our ability to declare and pay dividends under the terms of our credit
facilities and any other debt instruments, and other factors deemed relevant. During 2008, we declared and paid dividends
of $58.5 and $59.9, respectively, while in 2005 we declared and paid dividends of $70.6 and $73.3, respectively.

Capital expenditures for 2006 totaled $58.1, compared to $42.1 and $32.9 in 2005 and 2004, respectively. Capital
expenditures relate primarily to the implementation of new enterprise resource planning (“ERP”) software systems across
our company in connection with our ERP rationalization initiative as well as upgrades of manufacturing facilities and
replacement of equipment. We expect 2007 capital expenditures to be in the range of $80.0 to $90.0, with the increase
relating primarily to the continued implementation of ERP systems in efforts to consolidate the numerous IT platforms within
our businesses.

In 2006, we made contributions and direct benefit payments of $39.8 to our defined benefit pension and postretirement
benefit plans, and we expect to make $41.7 of contributions and direct benefit payments in 2007. See Note 10 to our
consolidated financial statements for further disclosure of expected future contributions and benefit payments.

On a net basis, both from continuing and discontinued operations, we paid $230.6, $433.5, and $19.5 in cash taxes for
2006, 2005, and 2004, respectively. In 2008, we made payments of $256.9 associated with the actual and estimated tax
liability for federal, state, and foreign tax obligations and received refunds of $26.3. A significant amount of the 2006 tax
payments related to the taxes paid on the LYONSs tax recapture {$90.9). Additicnally, we made an advance payment to the
IRS of $66.6 in December 2006 related to tax contingencies {(see Note 11 to our consolidated financial statements for
additional details). The amount of income taxes that we may pay annually is dependent on various factors, including the
timing of certain deductions. Since these deductions can vary from year to year, the amount of income taxes paid in future
years may be greater than amounts paid in past years.

As of December 31, 2006, except as discussed in Note 14 to our consolidated financial statements, we did not have any
material guarantees, off-balance sheet arrangements or purchase commitments other than the following: (1) $445.1 of
certain standby letters of credit outstanding, of which $111.8 reduce the available borrowing capacity on our revolving credit
facility; and {2) approximately $219.8 of surety bonds. In addition, $89.4 of our standby letters of credit relate to self-
insurance matters and originate from workers’ compensation, auto, or general liability claims made against us. We account
for each of these claims as part of our self-insurance accruals.

Our Certificate of Incorporation provides that we shall indemnify our officers and directors to the fullest extent permitted
by the Delaware General Corporation Law for any personal liability in connection with their employment or service with us,
subject to limited exceptions. While we maintain insurance for this type of liability, the liability could exceed the amount of
the insurance coverage.

We continually review each of our businesses in order to determine their long-term strategic fit. These reviews could
result in selected acquisitions to expand an existing business or result in the disposition of an existing business. Additionally,
we have stated that we may consider a larger acquisition, more than $1,000.0 in revenues, if certain criteria were met. There
can be no assurances that these acquisitions will not have a significant impact on our capital financing requirements, will be
integrated successfully, or that they may not have a negative effect on our operations. In addition, you should read “ltem 1A,
Risk Factors,” “Segment Results of Operations” included in this MD&A, and “item 1. Business” for an understanding of the
risks, uncertainties and trends facing our businesses.
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Credit Risk

Financial instruments that potentially subject us to significant concentrations of credit risk consist of cash and
temporary investments, trade accounts receivable, interest rate swap agreements and foreign currency forward and forward
commodity contracts. These financial instruments, other than trade accounts receivable, are placed with high-quality
financial institutions throughout the world. We periodically evaluate the credit standing of these financial institutions.

Concentrations of credit risk arising from trade accounts receivable are dus to selling to a large number of customers in
a particular industry. We perform ongoing credit evaluations of our customers' financial conditions and obtain collateral or
other security when appropriate. No customer or group of customers that, to our knowledge, are under common contro!
accounted for more than 10% of our consolidated revenues for all periods presented.

We are exposed to credit losses in the event of nonperformance by counter parties to our interest rate, foreign currency
protection agreements and forward commodity contracts, but have no other off-balance-sheet credit risk of accounting loss.
We anticipate, however, that counter parties will be able to fully satisfy their obligations under the contracts. We do not
obtain collateral or other security to support financial instruments subject to credit risk, but we do monitor the credit standing
of counter parties.

Contractual Obllgations:

The following is a summary of our primary contractual obligations:

Due

within Due In Due in Due after
Total 1 year 1-3 years 3.5 years 5 years
Short-Term Debt Obligations. ................................. $ 1687 $1687 & — $ — & —
Long-Term Debt Obligations . ................ ... ovruurin.. 795.9 423 191.7 532.7 29.2
Pension and Postretirement Benefit Plan Contributions and
Payments™ . . ... . 3374 41.7 107.6 66.8 121.3
Purchase and Other Contractual Obligations® .. ................. 267.0 238.4 21.4 a3 39
Future Minimum Lease Payments® ... .. ... ... ................. 157.9 37.4 54.4 29.0 a7.1
Interest Payments . . ......... .. ... . i 156.0 51.0 81.0 21.8 2.2
Total Contractual Cash Obligations™ .. ......................... $1,882.9 $579.5 $456.1 $653.6  $193.7

@ Estimated minimum required pension funding and pension and postretirement benefit payments are based on actuarial
estimates using current assumptions for, among other things, discount rates, expected long term rates of return on plan
assets (where applicable), rate of compensation increases, and health care cost trend rates. The expected pension
contributions in 2008 and later reflect the impact of the Pension Protection Act of 2006 that was signed into law on
August 17, 2006. See Note 10 to our consolidated financial statements for additional information on expected future
contributions and benefit payments.

®  Represents contractual legally binding commitments to purchase goods and services at specified dates, and an

amount payable to our former Chairman, Chief Executive Officer, and President of approximately $8.0 payable in 2008.

® Represents rental payments under operating leases with remaining non-cancelable terms in excess of one year.

®  Contingent obligations, such as environmental accruals, generally do not have specific payment dates and accordingly
have been excluded from the above table.

Critical Accounting Policies and Use of Estimates

The preparation of financial statements in accordance with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and disclosure of contingent
assets and liabilities. The accounting policies that we believe are most critical to the portrayal of our financial condition and
results of operation, and that require management’s most difficult, subjective or complex judgments in estimating the effect
of inherent uncertainties are listed below. This section should be read in conjunction with Notes 1 and 2 to our consolidated
financial statements, which includes a detailed discussion on these and other accounting policies.

Lang-Term Contract Accounting

Certain of our businesses, primarily within the Test and Measurement and Thermal Equipment and Services segments,
recognize revenues and profits from long-term contracts under the percentage-of-completion method of accounting. The
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percentage-of-completion method requires estimates of future revenues and costs over the full term of product delivery. In
2006, 2005 and 2004, we recognized $872.1, $719.7 and $679.7 of revenues under the percentage-of-completion method,
respectively. .

Provisions for losses, if any, on uncompleted long-term contracts are made in the period in which such losses are
determined. In the case of customer change orders for uncompleted long-term contracts, estimated recoveries are included
for work performed in forecasting ultimate profitability on certain contracts. Due to uncertainties inherent in the estimation
process, it is reasonably possible that completion costs, including those arising from contract penalty provisions and final
contract settlements, will be revised in the near-term. Such revisions to costs and income are recognized in the period in
which the revisions are determined.

Costs and estimated earnings in excess of billings on uncompleted contracts arise when revenues have been recorded
but the amounts have not been billed under the terms of the contracts. These amounts are recoverable from customers
upon various measures of performance, including achievement of certain milestones, completion of specified units or
cormpletion of the contract.

Claims related to long-term contracts are recognized as revenue only after management has determined that collection
is probable and the amount can be reliably estimated. Claims made by us may involve negotiation and, in certain cases,
litigation. In the event we incur fitigation costs in connection with claims, such litigation costs are expensed as incurred,
although we may seek to recover these costs. Claims against us are recognized when a loss is considered probable and
amounts are reasonably determinable.

Impairment of Goodwill and Indefinite Lived Intangible Assets

Goodwill and indefinite lived intangible assets are not amortized, but instead are subject to annual impairment testing.
We monitor the results of each of our report units as a means of identifying trends and/or matters that may impact their
financial results and, thus, be an indicator of a potential impairment under SFAS No. 142, “Goodwill and Other Intangible
Assets.” The trends and/or matters that we specifically monitor for each of our reporting units are as follows:

« Significant variances in financial performance (e.g., revenues, earnings, and cash flows) in relation to expectations
and historical performance;

» Significant changes in end markets or other economic factors;
« Significant changes or planned changes in our use of a reporting unit's assets; and
« Significant changes in customer relationships and competitive conditions.

The identification and measurement of goodwill impairment involves the estimation of the fair value of reporting units.
We consider a number of factors, including the input of an independent appraisal firm, in conducting the impairment testing
of our reporting units. We perform our impairment testing by comparing the estimated fair value of the reporting unit to the
carrying value of the reported net assets, with such testing occurring during the fourth quarter of each year. Fair value is
generally based on the income approach using a calculation of discounted cash flows, based on the most recent financial
projections for the reporting units. The revenue growth rates included in the financial projections are management’s best
estimates based on current and forecasted market conditions, and the profit margin assumptions are projected by each
reporting unit based on current cost structure and anticipated net cost reductions. For example, our 2006 strategic plan,
which was finalized at the end of 2005, indicated that the completion of the integration of our Air Filtration reporting unit, a
component of our Flow Technology segment that was acquired in 2004, would take longer and be more costly than
originally anticipated, thus, negatively impacting the reporting unit’s long-term financial forecast. Based on this long-term
financial forecast, and in connection with the preparation of our 2005 consoclidated financial statements, we determined that
the fair value of the Air Filtration reporting unit was less than the carrying value of its net assets. Accordingly, we recognized
an impairment charge of $36.2 in the fourth quarter of 2005.

The calculation of fair value for our reporting units incorporates many assumptions including future growth rates, profit
margin, and discount factors. Changes in economic and operating conditions impacting these assumptions could result in
impairment charges in future periods. Had the discount rate used to determine fair value of the reporting units been 100
basis points higher, there still would not have been any impairment recorded in 2006.

Employee Benefit Plans

We have defined benefit pension plans that cover a significant portion of our salaried and hourly paid employees,
including certain employees in foreign countries. Additionally, we have domestic postretirement plans that provide health
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and life insurance benefits for certain retirees and their dependents. The costs and obligations associated with these plans
are calcutated based on actuarial valuations. The critical assumptions used in determining these obligations and related
expenses are discount rates, the expected long-term rate of return on plan assets and healthcare cost projections. These
critical assumptions are determined based on company data and appropriate market indicators, and are evaluated at least
annually by management in consultation with outside actuaries and investment advisors, Other assumptions involving
demographic factors such as retirement patterns, mortality, turnover and the rate of compensation increases are evaluated
periodically and are updated to reflect our experience and expectations for the future. While management believes that the
assumptions used are appropriate, actual results may differ.

To determine the expected long-term rate of return on pension plan assets, we consider the current and expected asset
allocations, as well as historical and expected returns on various categories of plan assets. A lower expected rate of return
on plan assets will increase pension expense. Our domestic plans account for in excess of 80% of our total pension
obligations at December 31, 2006. A 50 basis point change in the expected long-term rate of return for our domestic plans
would impact our estimated 2007 pension expense by approximately $4.5.

The discount rate enables us to state expected future cash flows at a present value on the measurement date. This rate
is the yield on high-quality fixed income investments at the measurement date. A lower discount rate increases the present
value of benefit obligations and increases pension expense. A 50 basis point change in the discount rate for our domestic
plans would impact our estimated 2007 pension expense by approximately $4.6.

The trend in healthcare costs is difficult to estimate, and it has an important effect on postretirement liabilities. The 2006
healthcare cost trend rate, which is the weighted-average annual projected rate of increase in the per capita cost of covered
benefits, was 10%. This rate is assumed to decrease to 5% by 2014 and then remain at that level. A one-percentage point
increase in the healthcare cost trend rate would increase postretirement expense by $0.6.

See Note 10 to our consolidated financial statements for further information on our pension and postretirement benefit
plans.

Income Taxes

We record our income taxes based on the requirements of SFAS No. 109, “Accounting for Income Taxes,” which
includes an estimate of taxes payable or refundable for the current year and deferred tax liabilities and assets for the future
tax consequences of events that have been recognized in our financial statements or tax returns.

Deferred tax assets and liabilities reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. We pericdically assess
the realizability of deferred tax assets and the adequacy of deferred tax liabilities, including the results of local, state, federal
or foreign statutory tax audits or estimates and judgments used.

Realization of deferred tax assets associated with net operating loss and credit carryforwards is dependent upon
generating sufficient taxable income prior to their expiration by tax jurisdiction. We believe that it is more likely than not that
certain of these net operating loss and credit carryforwards may expire unused and, accordingly, have established a
valuation allowance against them. Although realization is not assured for the remaining deferred tax assets, we believe it is
more likely than not that the deferred tax assets will be realized through future taxable earnings or alternative tax strategies.
However, deferred tax assets could be reduced in the near term if our estimates of taxable income during the carrytorward
period are significantly reduced or alternative tax strategies are no longer viable.

The amount of income tax that we pay annually is dependent on various factors, including the timing of certain
deductions and ongoing audits by federal, state and foreign tax authorities, which may result in proposed adjustments. We
perform reviews of our income tax positions on a quarterly basis and accrue for potential contingencies when we believe a
liability is probable and can be reasonably estimated. Accruals for these contingencies are recorded based on an
expectation as to the timing of when the contingency will be resolved. As events change or resoiution occurs, these accruals
are adjusted, such as in the case of audit settiements with taxing authorities. We believe we have adequately provided for
any reasonably foreseeable outcome related to these matters.

Our future results may include favorable or unfavorable adjustments to our estimated tax liabilities due to closure of
income tax examinations, new regulatory or judicial pronouncements, changes in tax laws, changes in projected levels of
taxable income, future tax planning strategies, or other relevant events, See Note 11 to our consoclidated financial statements
for additional details regarding certain of our tax contingencies.
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Product Warranty

In the normal course of business, we issue product warranties for specific product lines and provide for the estimated
future warranty cost in the period in which the sale is recorded. We provide for the estimate of warranty cost based on
contract terms and historical warranty loss experience. Because warranty estimates are forecasts that are based on the best
available information, claims costs may differ from amounts provided. In addition, due to the seasonal fluctuations at certain
of our businesses, the timing of warranty provisions and the usage of warranty accruals can vary period to period. We make
adjustments to warranty liabilities as changes in the obligations become reasonably estimable.

Contingent Liabilities

Numerous claims, complaints and proceedings arising in the ordinary course of business, including but not limited to
those relating to litigation matters (e.g., class actions, derivative lawsuits and contract, intellectual property, competitive
claims, etc.), environmental matters, and risk management matters {e.g., product and general liability, automobile, workers’
compensation, etc.) have been filed or are pending against us and certain of our subsidiaries. Additionally, we may become
subject to significant claims of which we are unaware currently or the claims of which we are aware may result in our
incurring a significantly greater liability than we anticipate. This may also be true in connection with past or future
acquisitions. While we maintain property, cargo, auto, product, general liability, and directors’ and officers’ fiability insurance
and have acquired rights under similar policies in connection with our acquisitions that we believe cover a portion of these
claims, this insurance may be insufficient or unavailable to protect us against potential loss exposures. In addition, we have
been increasing our self-insurance limits over the past several years. While we believe we are entitled to indemnification from
third parties for some of these claims, these rights may be insufficient or unavailable to protect us against potential loss
exposures. However, we believe that our accruals related to these items are sufficient and that these items and our rights to
available insurance and indemnity will be resolved without a material adverse effect, individually or in the aggregate, on our
financial position, results of operations, and cash flows. These accruals totaled $364.4 (including $260.3 for risk
management matters) and $374.5 (including $271.8 for risk management matters) at December 31, 2006 and 2005,
respectively.

it is our policy to comply fully with applicable environmental requirements. We are currently involved in various
investigatory and remedial actions at our facilities and at third-party waste disposal sites. It is our policy to accrue for
estimated losses from legal actions or claims when events exist that make the realization of the losses or expenses probable
and they can he reasonably estimated. Our environmental accruals cover anticipated costs, including investigation,
remediation, and operation and maintenance of clean-up sites. Accordingly, our estimates may change based on future
developments, including new or changes in existing environmental laws or policies, differences in costs required to
complete anticipated actions from estimates provided, future findings of investigation or remediation actions, or alteration to
the expected remediation plans. We expense costs incurred to investigate and remediate environmental issues unless they
extend the economic useful life of related assets. We record liabilities and report expenses when it is probable that an
obligation has been incurred and the amounts can be reasonably estimated. Our estimates are based primarily on
investigations and remediation plans established by independent consultants, regulatory agencies and potentially
responsible third parties. It is our policy to realize a change in estimates once it becomes probable and can be reasonably
estimated. In determining our accruals we do not discount environmental or other legal accruals and do not reduce them by
anticipated insurance, litigation and other recoveries. We do take intc account third-party indemnification from financially
viable parties in determining our accruals where there is no dispute regarding the right to indemnification.

We are primarily self-insured for workers’ compensation, automobile, product and general liability, and health costs,
and we believe that we maintain adequate accruals to cover our retained liability. Our accruals for self-insurance liabilities
are determined by management, are based on claims filed and an estimate of claims incurred but not yet reported, and are
not discounted. Management considers a number of factors, including third-party actuarial valuations, when making these
determinations. The key assumptions considered in estimating the uitimate cost to settie reported claims and the estimated
costs associated with incurred but not yet reported claims includes, among other things, our historical and industry claims
experience, trends in health care and administrative costs, our current and future risk management programs, and historical
lag studies with regard to the timing between when a claim is incurred versus when it is reported.We maintain third-party
stop-loss insurance policies to cover certain liability costs in excess of predetermined amounts.

New Accounting Pronouncements

See Note 3 to our consolidated financial statements for a complete discussion of recent accounting pronouncements.
The following summarizes only those pronouncements that could have a material impact on our financial condition or results
of operations in future periods.

In June 2006, the Financial Accounting Standards Board (“FASB") issued Interpretation No. 48, "Accounting for
Uncertainty in Income Taxes, an Interpretation of FASB Statement No. 109" (“FIN 48”). FIN 48 seeks to reduce the diversity
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in practice associated with accounting for uncertainty in income taxes by prescribing a recognition threshold and
measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to be
taken on a tax return. In addition, FIN 48 requires expanded disclosure with respect to the uncertainty in income taxes and is
effective for fiscal years beginning after December 15, 2006. We currently are evaluating our tax positions and anticipate that
our adoption of FIN 48 during the first quarter of 2007 will result in a reduction of our income tax liabilities in the range of
$45.0 to $55.0, with an offsetting credit to retained earnings. The impact of the adoption of FIN 48 on our consolidated
financial statements is subject to change due to potential changes in interpretation of FIN 48 by the FASB and other
regulatory bodies and the finalization of our adoption efforts.

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans — An Amendment of FASE Statements No. 87, 88, 106 and 132(R)” (“SFAS No. 1587). SFAS No. 158
requires balance sheet recognition of the funded status of pension and postretirement benefit plans. Under SFAS No. 158,
actuarial gains and losses, prior service costs or credits, and any remaining transition assets or obligations that have not
been recognized under previous accounting standards must be recognized as a component of shareholders equity (in
accumulated other comprehensive income, net of tax effects) until they are amortized as a component of net periodic benefit
expense. Additionally, the measurement date (the date at which plan assets and the benefit obligation are measured) is
required to be the company’s fiscal year end; which is consistent with our current practice. SFAS No. 158 is effective for
financial statements issued for fiscal years ending after December 15, 2006. Based on the funded status of our plans as of
December 31, 2006, the adoption of SFAS No. 158 decreased total assets by $127.9, increased total liabilities by $81.5 and
reduced shareholders equity by $209.4. The adoption of SFAS No. 158 did not affect cur results of operations. Refer to Note
10 for additional details pertaining to the adoption of this standard.

ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk
(All $ amounts are in millions)

We are exposed to market risk related to changes in interest rates, foreign currency exchange rates, and commodity
raw material prices, and we selectively use financial instruments to manage these risks. We do not enter into financial
instruments for speculative or trading purposes, however, such instruments may become speculative if the future cash flows
originally hedged are no longer probable of occurring as anticipated. We have interest rate protection agreements with
financial institutions to limit exposure to interest rate volatility. Our currency exposures vary, but are primarily concentrated in
the Euro, British Pound, and Chinese Yuan. We generally do not hedge translation exposures. Our exposures for commodity
raw materials vary, with the highest concentration relating to steel, copper, and oil. See Note 13 to our consolidated financial
statements for further details.

The following table provides information, as of December 31, 2006, about our primary outstanding debt obligations and
presents principal cash flows by expected maturity dates, weighted average interest rates, and fair values.

Expected Maturity Date

2007 2008 2009 2010 2011 After Total Fair Value

Long-term Debt:

7.5%seniornotes .. ..... ... $ — $ — $ — $§ — $ — %282 $ 282 §$ 296
Average interestrate. ..., ................. 7.5%
6.25%seniornotes. .. ......... i — — — — 21.3 — 21.3 21.2
Average interestrate. . .................... 6.25%

Delayed drawtermloan................... 37.5 75.0 112.5 510.0 — — 735.0 735.0
Averageinterestrate. ..................... 6.3%

Global revolving loan facility ............... 8z2.8 — — — — —_— 82.8 82.8
Averageinterestrate. .. ................... 3.9%

We believe that current cash and equivalents, cash flows from operations, availability under revolving credit facilities,
and availability under our trade receivable financing agreement will be sufficient to fund working capital needs, planned
capital expenditures, on-going equity repurchases, dividend payments, other operational cash requirements and required
debt service obligations for the foreseeable future.

We had foreign currency forward contracts with an aggregate notional amount of $92.3 outstanding as of December 31,
2006, with scheduled maturities of $86.9, $4.8, $0.3 and $0.3 in 2007, 2008, 2009, and 2010, respectively. The aggregate fair
value of these contracts was $1.4, which was recorded as a current asset as of December 31, 2006. The aggregate fair value
of the associated embedded derivatives was $2.8, which was recorded as a current liability as of December 31, 2006.
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Report of Independent Registered Public Accounting Firm
To the Sharehclders and Board of Directors of SPX Corporation:

We have audited the accompanying Consolidated Balance Sheets of SPX CORFORATION AND SUBSIDIARIES (the
“Company”} as of December 31, 2006 and 2005 and the related Consolidated Statements of Operations, Shareholders’
Equity and Comprehensive Income, and Cash Flows for each of the three years in the period ended December 31, 2006.
These financial staternents are the responsibility of the Company’s management. Qur responsibility is to express an opinion
on these financial statements based on our audits. We did not audit the financial statements of EGS Electrical Group, LLC
and Subsidiaries ("EGS") for the years ended September 30, 2006, 2005 and 2004, the Company's investment in which is
accounted for by use of the equity method (see Notes 1 and 9 to the consolidated financial statements). The Company's
equity in income of EGS for the years ended September 30, 2006, 2005 and 2004 was $40.2 million, $22.4 million, and
$25.8 million, respectively. The financial statements of EGS were audited by other auditors whose report has been furnished
to us, and our opinion on the Company’s 2006, 2005 and 2004 consolidated financial statements, insofar as it relates to the
amounts included for such company, is based solely on the report of such auditors.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits and the report of the other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the other auditors, such consolidated financial statements present
fairly, in all material respects, the financial position of SPX CORPORATION AND SUBSIDIARIES at December 31, 2006 and
December 31, 2005, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2006, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 15 to the consolidated financial statements, the Company changed its method of recognizing
compensation expense for share-based awards to conform to Statement of Financial Accounting Standards (“SFAS”)
No. 123(R), Share-Based Payment. Also, as discussed in Note 10 to the consolidated financial statements, the Company
changed its method of accounting for pension and post retirement benefits as of December 31, 2006 to conform to SFAS
No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans — An Amendment of FASB
Statements No. 87, 88, 106 and 132(R).

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of the Company's internal control over financial reporting as of December 31, 2006, based on the
criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Qur report dated March 1, 2007 expressed an unqualified opinion on management’s assessment of
the effectiveness of the Company's internal control over financial reporting and an unqualified opinion on the effectiveness of
the Company’s internal control over financial reporting.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
March 1, 2007
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SPX Corporation and Subsidiaries
Consolidated Statements of Operations
($ in millions, except per share amounts)

Year ended December 31,

2006 2005 2004
L =1 T Y $4,313.3 $3,858.0 $3,639.1
Costs and expenses:
Costof products SOK . ... i e e e 3,112.9 2,792.7 2,614.6
Selling, general and administrative. . ....... ... .o 867.3 778.7 7421
Intangible amortization . . ... .. e 14.4 15.1 155
Impairment of gocdwill and other intangible assets . ................. ... ... ... — 36.2 175.3
Special charges, Net. . ... ... i e e e 4.4 9.1 378
Operating HICOMIE . . .ot i it 3143 226.2 53.8
ONEr @XPENSE, MBL . . ...ttt e e (28.1) {17.5) (8.5
ISt XD . . oottt i e (62.8) {67.6) (156.3)
MBSt MO | . L o i i e e e 12.6 1741 4.8
Loss on early extinguishmentofdebt. . ........ . ... . L — {113.6) (2.6)
Equity earmnings injointventures. ... ... .. o 40.8 23.5 26.0
Income (loss) from continuing operations before incometaxes .. .................. 276.8 68.1 (82.8)
Income tax (Provision) benefit . ... .. e e e e (56.3) (66.9) 24.8
Income (loss) from continuing Operations .. ... ... .o i 220.5 1.2 (58.0)
Income (loss} from discontinued operations, netoftax.................. ..ot 6.0 (10.9) 64.5
Gain (loss) on disposition of discontinued operations, netoftax..................... (55.8) 1,099.7 {23.6)
Income (loss) from discontinued operations .. ... ... i it i i e (49.8y 1,088.8 40.9
NEt inCOmE (0B8] ..ot i e e e ey § 1707 $1,0900 $ (17.1)
Basic income (loss) per share of common stock
income (loss) from continuing operations . ... ... .. $ 379 % 002 $ (0.78)
Income {loss) from discontinued operations .. ....... .o i i e {0.86) 15.31 0.55
Netincome {loSs) Per Share. .. ... ... e i e e e e $§ 293 $ 1533 § (0.23)
Weighted average number of common shares outstanding —basic.................. 58.254 71.084 74.271
income (loss) from continuing operations for diluted income pershare ............... $ 2216 § 1.2 % (58.0)
Net income (loss) for diluted income pershare . ... .. . i i iiiiiiiinnn, $ 1718 $1,0900 3% (17.1)
Diluted income (loss) per share of common stock
Income (loss) from continuing operations ... .. ... . . i i $ 365 $ 002 % (0.78)
Income (loss) from discontinued operations . ... .............. . ... Lo (0.82) 15.08 0.55
Netincome (loss) pershare. . .. ... .o i i it it i et i e iaens $ 283 $ 1510 §$ (0.23)
Weighted average number of common shares outstanding —diluted . ............... 60.724 72.192 74.271

The accompanying notes are an integral part of these statements.
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SPX Corporation and Subsidiaries
Consolidated Balance Sheets
{$ in millions)

December 31, December 31,
2006 2005
ASSETS
Current assets:
Cashand equUIvaIBNES . . . ... ...ttt it it e e $ 4772 $ 576.2
Accounts receivable, net . ... ... e e 1,127.0 892.1
VMO, MO . ... . i i it e e e e 5143 4398
Other cummeNnt A88BtS . . . ... e e 89.4 725
Deafarmed INCOMB LaXES . . ... oo et et e e 57.3 40.8
Assets of discontinued operation(s) . ........ ... o 193.3 476.1
Total cUment ASSelS. . ... .o i e e 2,458.5 2,497.5
Property, plant and equipment;
- o 30.3 26.5
Buildings and leasehold improvements . ... i i e 199.9 190.2
Machinery and eqQuipment . . .. ... e e 536.0 483.9
766.2 700.6
Accumulated depreciation .. ... ... e (391.6) (355.3)
3746 3453
GooaWIll . . o e e e e e 1,762.2 1,689.1
Intangibles, net . ... ... e e e 488.0 424.2
L0 =T LT - NN 353.8 350.3
TOT AL AS ST . L o i i e e e $ 5,437.1 $ 5,306.4
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
ACCOUNES PaYADIE . . ... e $ 5211 $ 4796
ACCTUB BN PBMSES. . . .ttt i ittt et s ettt ettt i e e 849.3 648.0
Incomes taxes payable. .. ... ... e e 81.0 161.7
Shomt-term debt . . .. e e e 168.7 64.9
Current maturities of long-termdebt. . ... ... . e 42.3 2.6
Liabilities of discontinued operation(s) . .. . ... ... . . . e 61.0 126.0
Totalcurrent Habilities . . ... ... i i i i e e e 1,723.4 1,482.8
Long-tarm Aot ... e 753.6 714.1
Defarred and other iNCOMe taxXes . ... ..o i i et e e 194.4 323.0
Other long-term liabilities . . . ... .o e e e e 6562.8 673.4
Total long-term liabilities. . .. ... . oo e e e 1,600.8 1,710.5
Minority Interest. .. ... e e e 3.5 1.8
Sharsholders’ equity:
Loy o TeTa T3 o To] O 937.4 907.6
Paid-incapital . . ... ..o e e i e 1,134.5 1,061.2
1= T =T I =T T 1oV o 1,754.2 1,642.0
Unearned ComPBNSAt ON ... vttt e — {55.3)
Accumulated other comprehensive loSs ... ... . it i e {86.6) (173.8)
COmMMON SIOCK TN T ASUIY . . . ottt i ettt s et et et a i aa e {1,630.1) {1,270.5)
Total shareholders’ equity . ...... .. i i i e 2,109.4 2111.2
TOTAL LIABILITIES AND SHAREHOLDERS ' EQUITY ... ..ot $ 5,437.1 $ 5,306.4

The accompanying notes are an integral part of these statements,

44




SPX Corporation and Subsidiarles
Consolidated Statements of Shareholders' Equity and Comprehensive Income
($ In mlllions, except per share amounts)

Accumulated
Other
Comprehenslve Common Stock
Inceme In Treasury Total
$ 207.2 $ (579.6) %$2,067.2

— (17.4)

Common  Paid-In Retained Unearned
Stock Capltal _Earnings Compensation
Balance at December 31,2003.... $875.3 § 8908 $§ 714.2 $(40.7)

Netloss...............ooovnt — — (17.1) —_

Net unrealized gain on qualifying
cash flow hedges, net of tax of
$112. ...

Minimum pension lability
adjustment, net of tax of $5.9. .

Foreign currency translation
adjustments . ...............

Total comprehensive income. . ..

Dividends declared {$1.00 per
share) .....................

Exercise of stock options and
other incentive plan activity,
including related tax benefit of
826, . e

Restricted stock and restricted
stock unitgrants ...........,

Amortization of restricted stock
and restricted stock unit
grants, net of a $8.2 reduction,

Restricted stock and restricted
stock unit forfeitures .........

Treasury stock repurchased . ...

Balance at December 31, 2004 . . ..

Netincome...................
Net unrealized gain on qualifying
cash flow hedges, net of tax of
$9.9. ... ...
Minimum pension liability
adjustment, net of tax, of
$1414. ...
Foreign currency translation
adjustments, including $221.2
of translation gains recognized
upon sale of discontinued
operations .................
Total comprehensive income. . ..
Dividends declared ($1.00 per
share) ............. ... ...
Exercise of stock options and
other incentive plan activity,
including related tax benefit of
$125....... .
Restricted stock and restricted
stockunitgrants ............
Activity for cash awards provided
in 2005 (see Note 15).........

10.1

3.4

34.7 —

58.4 —

(14.8) —

(61.8)

8.1

60.2

12.6

4.4

969.1 622.6
— 1,090.0

— (70.8)

50.0 —

55.7 —

45

(33.2)

(60.1)

(3.1)

13.0 —
(17.2) —

124.5 —_

13.0
(17.2)

124.5
103.2

(74.5)

65.1

941

(42.3)

327.5

15.6 —_

(225.7) —

(291.2) —

2,127.8
1,090.0

15.8

(225.7)

{(£91.2)
588.7

(70.6)

68.8

(3.1)




Amortization of restricted stock
and restricted stock unit grants
{includes amounts recorded to
discontinued operations)

Restricted stock and restricted
stock unit vesting, net of tax
withholdings. . ..............

Restricted stock and restricted
stock unit forfeitures . ........

Treasury stock repurchased . ...

Balance at December 31, 2005. . . .

Netincome...................

Net unrealized gain on qualifying
cash flow hedges, net of tax of
12,

Minimum pension liability
adjustment, net of tax of $135.7

Foreign currency translation
adjustments, including $1.6 of
translation gains recognized
upon sale of discontinued
operations

Total comprehensive income. . ..

Dividends declared ($1.00 per
share)

Exercise of stock options and
other incentive plan activity,
including related tax benefit of
$11.3.. .

Cumulative effect adjustment due
to the adoption of SFAS 158,
netoftax of $131.2 ..........

Reclassification upon adoption of
SFAS 123(R)

Amortization of restricted stock
and restricted stock unit grants
{includes amounts recorded to
discontinued operations)

Restricted stock and restricted
stock unit vesting, net of tax
withholdings................

Treasury stock repurchased .. ..

Balance at December 31, 2006. . ..

Accumulated
Other

Common Paid-in  Retained Unearned Comprehensive Common Stock
Stock Capital Eamings Compensation _Income {Loss) In Treasury Total
— — — 30.1 — — 301
1.8 (6.4) — — — (1.2) (5.8)
— (7.2) — 11.0 — (3.8) —
— — — — — (624.7) {624.7)
907.6 1,061.2 1,642.0 {55.3} {173.8) (1,270.5) 2,111.2
— — 170.7 — — — 170.7
_— — — —_ 1.9 — 1.9
—_ — — — 2245 — 2245
70.2 70.2
467.3
— — (58.5) — — —_— {58.5)
26.4 98.1 — — —_— 79.7 204.2
— — — —_ {209.4} — (209.4)
— (52.4) — 55.3 — — 2.9
— 40.0 _— — — — 40.0
3.4 (12.4) -_— — — {3.0) (12.0)
o _— — — — (436.3) (436.3)
$937.4 $1,1345 $1,754.2 5 — $ (86.6) $(1,630.1) $2,109.4

The accompanying notes are an integral part of these statements.
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SPX Corporation and Subsidiaries
Consolidated Statements of Cash Flows
($ in millions)

Cash flows from (used in) operating activities:
Nt NCOmME (088 . . . . o et e e e e e e
Income (loss) from discontinued operations, netoftax . ... ... ... .. . . . e
Income (loss) from continuing OPErations . . ... ... ... e
Adjustments to reconcile income (loss) from continuing operations to net cash from {used in) operating activities
Special Charges, MBt . .. .. e e e
Impairment of goodwill and other intangible assets . . ... ... . ... . . e e e
Loss on early extinguishment of debt . . . ... ... i e e
Deferred and other iINCOmMB taxXeS . . .. .. .. e e
Depreciation and amortization of intangibles and otherassets . . .......... . i i i i
ACCretion Of LY ONS . L L e e e e
Pension and other employee benefits. . . . ... . e e e
SloCk Based COMP NS alON . . . ottt e e e e e e e
Other, Bt e e e e e e
Changes in operating assets and liabilities, net of effects from acquisitions and divestitures
Accounts receivable and other. . . . .. e e e
1T =TaT e 1= -
Accounts payable, accrued expenses and Other. . . .. ... . . . e e
Taxes paid on repatriated foreign GamiNgS. . . . .. . . i e e e
Payments to terminate interest rate Swap agréements . .. ...t i i it e s
Payment of LYONS tax recaplure . . . .. .. . e e e e
Accreted interest paid on LYONs repurchase (accreted sinceissuance date) .. ... ... oo iy
Cash spending on restructuring 8CtioNS . . .. ... ... i
Net cash from ComtinUING OpPEIaUONS . . ... vt i i it et e e s e
Net cash from {used in) discontinued OPeraliONS . . . . .. ... .. ittt ittt et e e et e
Net cash from {used in) operating activities . . . .. . ... e
Cash flows from (used in) investing activitles:
Proceeds from sales of discontinued operations, netofcashsold ... ... ... ... ... . ... ... oo Ll L
Proceeds from Other @sset Sales . . . . ... .. e
Business acquisitions and investments, netofcashacquired. . .. ... . ... .. ... L o oL
Capital X PENAI NS . . . . .. e e e e e e e e
Net cash from {used in) continuing operations. . . . ... ... .. . .. e
Net cash used in discontinUed OPEratioNS . . . .. i i i it s e
Net cash from (used in) investing activities. . .. .. .. .. . e e
Cash flows from (used in) financing activities:
Borrowings under senior credit facilities. . . .. ... . e
Repayments under delayed drawtermiloan. . ... .. ... ... . .. L. e
Repayments of debt BOrmOwWiNgs . . . .. .. L e e e
Repurchase of senior notes (2005 includes premiums paid of $72.9) . . ... ... i i e
Repurchase of LYONs principal. . ... ... e
Borrowing under trade receivable agreement. . . . . .. e
Repayments under trade receivable agreement. . . . .. ... i e e e
Net repayments under other financing arrfangements. . .. ... .. ... L e
Purchases Of CommOon StOCK . . . .. . L e
Proceeds from the exercise of employee stock OptiONs . . . ... . ... .. e
[ 0T T (=T o T L1 - 1 U
Financing fees paid. . . .. ... e
Net cash used in continuing operations. . . ... ... . ... . . .. e
Net cash from {used in) discontinued OpPeraliIoNS . . . . ..ottt e e e
Net cash used In financing activities . .. ... . e e e
Intrease (decrease) in cash and equivalents due to changes in foreign exchangerates. .. ......................
Net change in cash and equivalenIs . . . ... it it i e e
Cansolidated cash and equivalents, beginning ofperiod . . .. ... ... L
Consolidated cash and equivalents, end of period. .. .. ... .. . . L e

Cash and equivalents of continuing operations . .. ... .
Cash and equivalents of discontinued operations . . ... .. ... . i e e
Supplemental disclosure of cash flow information:

IMerest Paid . . . .. e e
Income taxes Paid. . ... .o e e
Non-cash investing and financing activity:

Dbl aSSUMEd. . .. e e e e e

The accompanying notes are an integral part of these statements.
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Year Ended December 31,

2008 2005 2004
$170.7 $1,0900 & {(17.1)
(49.8) 1,088.8 40.9
220.5 1.2 (58.0)
4.4 g.1 ars
— 36.2 175.3
— 1136 26
5.4 431 (108.9)
75.2 71.4 75.6
1.7 18.0 17.8
62.3 53.6 39.8
376 283 9.1
(7.9 17.5 11.4
{(207.7) (86.1) {59.7)
{44.5) a3 (16.3)
104.4 38.2 {89.6)
— (47.5) —
— (13.3) —
{80.9) — —
(84.3) (1.9) —
{10.4) (27.2) {26.0)
65.8 257.5 10.9
(5.8) (391.0) 161.7
60.0 (133.5) 172.6
123.0 2,751.2 54.1
19.4 41.4 14.1
(169.4) (50.4) (121.7)
(58.1) (42.1) {32.9)
(85.1) 2,700.1 (86.4)
(19.2) (31.3) {57.3)
(104.3) 2,668.8 (143.7)
833.2 — —
{15.0) — —
— {1,073.4) (56.2)
—_ (744.5) (80.0)
(576.0) (16.0) —
199.0 —_ -
(199.0) — —
(4.5) (0.9 (7.5
(436.3) (624.7) (42.3)
196.8 383 41.9
(59.9) (73.3) (56.8)
(0.4) (5.1) —
(62.1)  {2.499.6)  (200.9)
(1.4) {18.0) 30.9
(635 (25176 (170.0)
48 (23.9) 7.1
{103.0) (6.2) (134.0)
580.2 588.4 720.4
$4772 § 5802 § 5864
$4772 § 5782 $579.1
$8 — 8 40 $ 73
$ 488 % 647 § 1464
$2306 $ 4335 $ 195
$§ 232 S 99 % 305




Notes to Consolidated Financial Statements
December 31, 2006
{All dollar and share amounts in millions, except per share and per LYON data)

{1) Summary of Significant Accounting Policies

Our significant accounting policies are described below as well as in other Notes that follow.

Basis of Presentation — The consolidated financial statements include SPX Corporation’s (“our” or “we”") accounts after
the elimination of inter-company transactions. Investments in unconsolidated companies where we exercise significant
influence, but do not have control are accounted for using the equity method. Certain prior year amounts have been
reclassified to conform to current-year presentation, including the results of discontinued cperations. Unless otherwise
indicated, amounts provided in these Notes pertain to continuing operations only {see Note 4 for more information on
discontinued operations). Beyond discontinued operations, classification adjustments have also been made for out-of-plan
stock option exercises, which were previously reported as stock issued from a qualified stock compensation plan instead of
treasury stock and equity eamings in joint ventures. The “Equity earnings in joint ventures” line item has been reclassified as
a component of “Income (loss) from continuing cperations before income taxes” instead of being reported as a line item
after the income tax provision to reflect the pre-tax nature of these amounts. These additional changes had no impact on our
overall results of operations, retained earnings or total shareholders’ equity.

Foreign Currency Translation — The financial statements of our foresign subsidiaries are translated into U.S. dollars in
accordance with Statement of Financial Accounting Standards (“SFAS”) No. 52, "Foreign Currency Translation.” Balance
sheet accounts are translated at the current rate at the end of each period and income statement accounts are transiated at
the average rate. Gains and losses on foreign currency translations are reflected as a separate component of shareholders’
equity and other comprehensive income. Foreign currency transaction losses are included in other income (expense) and
totaled $7.1, $15.6, and $6.7 in 2006, 2005, and 2004, respectively.

Cash Equivalents — We consider highly liquid money market investments with original maturities of three months or
less at the date of purchase to be cash equivalents.

Revenue Recognition — We recognize revenues from product sales upon shipment to the customer (f.0.b. shipping
point) or upon receipt by the customer (f.0.b. destination), in accordance with the agreed upon customer terms. Revenues
from service contracts and long-term maintenance arrangements are deferred and recognized on a straight-line basis over
the agreement period. Revenues from certain construction/installation contracts are recognized using the percentage-of-
completion method of accounting. Sales with f.0.b. destination terms are primarily to automotive industry customers. Certain
sales to distributors made with return rights are recognized upon shipment to the customer. Expected returns under these
arrangements are estimated and accrued for at the time of sale. The accrual considers restocking charges for returns and in
some cases the customer must issue a replacement order before the return is authorized. Actual return experience may vary
from our estimates. Amounts billed for shipping and handling are included in revenue. Costs incurred fer shipping and
handling are recorded in cost of products sold.

Sales incentive programs offered to our customers relate primarily to velume rebates and promotional and advertising
allowances and are only significant to two of our business units. The liability for these programs, and the resulting reduction
to reported revenues, is determined primarily through trend analysis, historical experience, and expectations regarding
customer participation.

Certain of our businesses, primarily within the Test and Measurement and Thermal Equipment and Services segments,
recognize revenues from long-term contracts under the percentage-of-completion method of accounting. The percentage-of-
completion is measured principally by the percentage of costs incurred to date for each contract to the estimated total costs
for such contract at completion, in accordance with Statement of Position 81-1, “Accounting for the Performance of
Construction - Type and Certain Production - Type Contracts.”

Provisions for estimated losses, if any, on uncompleted long-term contracts, are made in the period in which such
losses are determined. In the case of customer change orders for uncompleted long-term contracts, estimated recoveries
are included for work performed in forecasting ultimate profitability on certain contracts. Due to uncertainties inherent in the
estimation process, it is possible that completion costs, including those arising from contract penalty provisions and final
contract settlements, may be revised in the near-term. Such revisions to costs and income are recognized in the period in
which the revisions are determined.
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Notes to Consolidated Financial Statements
December 31, 2006
(All dollar and share amounts in millions, except per share and per LYON data)

Costs and estimated earnings in excess of billings arise when revenues have been recorded but the amounts have not
been billed under the terms of the contracts. These amounts are recoverable from customers upon various measures of
performance, including achievement of certain milestones, completion of specified units or completion of the contract.
Claims related to long-term contracts are recognized as revenue only after management has determined that collection is
probable and the amount can be reliably estimated. Claims made by us involve negotiation and, in certain cases, litigation.
In the event we incur litigation costs in connection with claims, such litigation costs are expensed as incurred although we
may seek to recover these costs. Claims against us are recognized when a loss is considered probable and amounts are
reasonably determinable.

We recognized $872.1, $719.7 and $679.7 in revenues under the percentage-of-completion method for the years ended
December 31, 2006, 2005 and 2004, respectively. Costs and estimated earnings on uncompleted contracts, from their
inception, and related amounts billed as of December 31, 2006 and 2005 were as follows:

2006 2008
Costs incurred onuncompleted contracts. . ... ... .. e $1,1382 $ 7235
Estimated earningsto date . ... . .o e 290.8 193.4

1,429.0 916.9
Less: BilliNgs (0 date. . . ... e e s (1,392.6) _(804.9)
Net unbilled receivables . . .. ... e $ 384 %1120

These amounts are included in the accompanying consclidated balance sheets at December 31, 2006 and 2005 as
shown below. Amounts for billed retainages and receivables to be collected in excess of one year are not significant for the
periods presented.

2006 2005
Costs and estimated earnings inexcess of billings™ ... ... ... .. ... o $199.0 $1905
Billings in excess of costs and estimated earnings on uncompleted contracts® ................... (162.8) {78.5)
Net unbilled receivables . . .. ... e $ 364 $112.0

' Reported as a component of accounts receivable, net in the consolidated balance sheet.
@  Reported as a component of accrued expenses in the consolidated balance sheet.

Research and Development Costs — We expense research and development costs as incurred. We charge costs
incurred in the research and development of new software included in products to expense until technological feasibility is
established. After technological feasibility is established, additional costs are capitalized in accordance with SFAS No. 86,
“Accounting for the Costs of Computer Software to be Sold, Leased or Otherwise Marketed” until the product is available for
general release. These costs are amortized over the lesser of three years or the economic life of the related products and we
include the amortization in cost of products sold. We perform a periodic review of the recoverability of these capitalized
software costs. At the time we determine that capitalized amounts are not recoverable based on the estimated cash flows to
be generated from the applicable software, we write off any remaining capitalized amounts. We expensed $62.6 of research
activities relating to the development and improvement of our products in 2006, $57.7 in 2005 and $55.6 in 2004.

Properly, Plant and Equipment — Property, plant and equipment ("PP&E”™) is stated at cost, less accumulated
depreciation and amortization. We use the straight-line method for computing depreciation expense over the useful lives of
PP&E, which do not exceed 40 years for buildings and range from 3 to 15 years for machinery and equipment. Depreciation
expense was $58.9, $54.3 and $58.2 for the years ended December 31, 2006, 2005 and 2004, respectively. Leasehold
improvements are amortized over the life of the related asset or the life of the lease, whichever is shorter. Interest is
capitalized on construction or installation projects that are greater than $5.0 and one year in duration. There was no interest
capitalized during 2006, 2005, and 2004.

Income Taxes -—— We account for our income faxes based on the requirements of SFAS No. 109, “Accounting for
Income Taxes,” which includes an estimate of the amount of taxes payable or refundable for the current year and deferred
tax liabilities and assets for the future tax consequences of events that have been recognized in our financial statements or
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Notes to Consolidated Financial Statements
December 31, 2006
(Al dollar and share amounts in millions, except per share and per LYON data)

tax returns. Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. We periodically assess
the realizability of deferred tax assets and the adequacy of deferred tax liabilities, including the results of local, state, federal
or foreign statutory tax audits or estimates and judgments used.

Derivative Financial Instruments — We use interest rate swaps to manage our exposures to fluctuating interest rate risk
on our variable rate debt portfolio, foreign currency forward contracts to manage our exposures to fluctuating currency
exchange rates, and forward commaodity contracts to manage our exposures to fluctuation in certain raw material costs. All
derivatives are recorded on the balance sheet and measured at fair value. For derivatives designated as hedges of the fair
value of assets or liabilities, the changes in fair values of both the derivatives and the hedged items are recorded in current
earnings. For derivatives designated as cash flow hedges, the effective portion of the changes in fair value of the derivatives
are recorded in other comprehensive income and subsequently recognized in earnings when the hedged items impact
earnings. Changes in the fair value of derivatives not designated as hedges, and the ineffective portion of cash flow hedges,
are recorded in current earnings. We do not enter into financial instruments for speculative or trading purposes.

For those transactions that are designated as cash flow hedges, on the date the derivative contract is entered into, we
document our hedge relationship, including identification of the hedging instruments and the hedged items, as well as our
risk management objectives and strategies for undertaking the hedge transaction. We also assess, both at inception and
quarterly thereafter, whether such derivatives are highly effective in offsetting changes in the fair vaiue of the hedged item.

Fair value estimates are based on relevant market infermation. Changes in fair value are estimated by management
quarterly based, in part, on quotes provided by third-party financial institutions.

{2) Use Of Estimates

The preparation of our consolidated financial statements in conformity with accounting principles generally accepted in
the United States {("GAAP") requires us to make estimates and assumptions. These estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the consolidated
financial statements, and the reported amounts of revenues and expenses during the reporting period. We evaluate these
estimates and judgments on an ongoing basis and base our estimates on experience, current and expected future
conditions, third-party evaluations and various other assumptions that we believe are reasonable under the circumstances.
The results of these estimates form the basis for making judgments about the carrying values of assets and liabilities as well
as identifying and assessing the accounting treatment with respect to commitments and contingencies. Actual results may
differ from the estimates and assumptions used in the financial statements and related notes.

Listed below are certain significant estimates and assumptions used in the preparation of our consolidated financial
statements. Certain other estimates and assumptions are further explained in the related Notes.

Accounts Receivable Allowances — We provide allowances for estimated losses on uncollectible accounts based on
our historical experience and the evaluation of the likelihoed of success in collecting specific customer receivables. In
addition, we maintain allowances for customer returns, discounts, and invoice pricing discrepancies, with such allowances
primarily based on historical experience. Summarized below is the activity for these aflowance accounts.

2006 2005 2004

Balance at beginning of year. ... ... . $434 3359 $254
Acquisitions/divestitures, Net. . .. .. ... . 0.5 0.3 7.4
Allowances provided. . ......... ... ... . e e e e e e 18.7 26.6 19.7
Write-offs, net of recoveries, and creditsissued .. ... ... . . i i {1859 (19.4} (16.6)
Balance At ENa Of YBaAI . ... ... .. ittt e e e $441 $434 $359

inventory — We estimate losses for excess and/or obsolete inventory and the net realizable value of inventory based on
the aging of the inventory and the evaluation of the likelihood of recovering the inventory costs based on anticipated
demand and selling price.
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Notes to Consolidated Financial Statements
December 31, 2006
(All doilar and share amounts in millions, except per share and per LYON data)

Impairment of Long-Lived Assets and Intangibles Subject to Amortization — We continually review whether events and
circumstances subsequent to the acquisition of any long-lived assets, or intangible assets subject to amortization, have
occurred that indicate the remaining estimated usefut lives of those assets may warrant revision or that the remaining
balance of those assets may not be recoverable. If events and circumstances indicate that the long-lived assets should be
reviewed for possible impairment, we use projections to assess whether future cash flows on a undiscounted basis related
to the assets are likely to exceed the refated carrying amount to determine if a write-down is appropriate. We will record an
impairment charge to the extent that the carrying value of the assets exceed their fair values as determined by valuation
techniques appropriate in the circumstances, which could include the use of similar projections on & discounted basis.

In determining the estimated useful lives of definite-lived intangibles, we consider the nature, competitive position, life
cycle position, and historical and expected future operating cash flows of each acquired asset, as well as our commitment to
support these assets through continued investment and legal infringement protection.

Goodwill and Indefinite-Lived Intangible Assets — We test goodwill and indefinite-lived intangible assets for impairment
annually during the fourth quarter and continually review whether a triggering event has occurred to determine whether the
carrying value exceeds the implied value. The fair value of reporting units is based generally on discounted projected cash
flows, but we also consider factors such as comparable industry price multiples. We employ cash flow projections that we
believe to be reasonable under current and forecasted circumstances, the results of which form the basis for making
judgments about the carrying values of the reported net assets of our reporting units. Many of our businesses closely follow
changes in the industries and end-markets that they serve. Accordingly, we consider estimates and judgments that affect the
future cash flow projections, including principle methods of competition, such as volume, price, service, product
performance, and technical innovations, as well as estimates associated with cost improvement initiatives, capacity
utilization, and assumptions for inflation and foreign currency changes. Actual results may differ from these estimates under
different assumptions or conditions. See Note 8 for more information, including discussion of impairment charges recorded
in 2005 for our Air Filtration business and in 2004 for cur Fluid Power, Radiodetection, and TPS businesses.

Accrued Expenses — We make estimates and judgments in establishing accruals as required under GAAP.
Summarized in the table below are accrued expenses at December 31, 2006 and 2005.

December 31,

2008 2005
Employee benefits .. ... . e $215.8 32041
Uneamed revenue . . 2814 1253
L L= 45.8 40.2
O B e e 306.3 278.4

$849.3 §$648.0

M Unearned revenue includes billings in excess of costs and estimated earnings on uncompleted contracts accounted for
under the percentage-of-completion method of revenue recognition, customer deposits, and unearned amounts on
service contracts.

& Other consists of various items, including legal, interest, restructuring and dividends payable, none of which individually
require separate disclosure.

Legal — It is our policy to accrue for estimated losses from legal actions or claims, including legal expenses, when
events exist that make the realization of the losses probable and they can be reasonably estimated. We do not discount
legal obligations or reduce them by anticipated insurance recoveries.

Environmental Remediation Costs — We expense costs incurred to investigate and remediate erwironmenta! issues
unless they extend the economic useful life of related assets. We record liabilities and report expenses when it is probable
that an obligation has been incurred and the amounts can be reasonably estimated. Our environmental accruals cover
anticipated costs, including investigation, remediation, and operation and maintenance of clean-up sites. Our estimates are
based primarily on investigations and remediation plans established by independent consultants, regulatory agencies and
potentially responsible third parties. We do not discount environmental obligations or reduce them by anticipated insurance
recoveries.
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Self-Insurance — We are primarily self-insured for workers' compensation, automobile, product, general liability and
health costs, and we believe that we maintain adequate accruals to cover our retained liability. Our accruals for self-
insurance liabilities are determined by management, are based on claims filed and an estimate of claims incurred but not yet
reporied, and are not discounted. Management considers a number of factors, including third-party actuarial valuations,
when making these determinations. The key assumptions considered in estimating the ultimate cost to settle reported claims
and the estimated costs associated with incurred but not yet reported claims includes, among other things, our historical
and industry claims experience, trends in health care and administrative costs, our current and future risk management
programs, and historical lag studies with regard to the timing between when a claim is incurred versus when it is reported.
We maintain third-party stop-loss insurance policies to cover certain liability costs in excess of predetermined retained
amounts.

Warranty — In the normal course of business, we issue product warranties for specific product lines and provide for the
estimated future warranty cost in the period in which the sale is recorded. We provide for the estimate of warranty cost
based on contract terms and historical warranty loss experience that is periodically adjusted for recent actual experience.
Because warranty estimates are forecasts that are based on the best available information, claims costs may differ from
amounts provided. In addition, due to the seasonal fluctuations at certain of our businesses, the timing of warranty
provisions and the usage of warranty accruals can vary period to pericd. We make adjustments to initial obligations for
warranties as changes in the obligations become reasonably estimable. The following is an analysis of our product warranty
accrual for the periods presented:

For the year ended

December 31,
2006 2005 2004

Balance at beginning of Year. . . ... ... $511 $564 %654
Acquisitions/divestitures, Net. . ... .. ... e 0.1 0.3 0.8
o 1Y T T T o - 39.6 208 11.5
U = T £ (35.0) (264) (21.3)

Balance at end of year .. ... .. . e 55.8 51.1 56.4
Less: Currentportion of warranty ... ... . i e 45.8 40.2 43.9

Non-current portion of Warranty. . .. ... o e $ 100 $109 $125

income Taxes — We perform reviews of our income tax positions on a continuous basis and accrue for potential
contingencies when we believe a liability is probable and can be reasonably estimated. Accruals for these contingencies are
classified as “income taxes payable’ and “deferred and other income taxes” in the accompanying consolidated balance
sheets based on an expectation as to the timing of when the contingency will be resolved. As events change or resolution
occurs, these accruals are adjusted, such as in the case of audit settlements with taxing authorities. Management believes
any potential liabilities in excess of amounts recorded are not material. These reviews also entail analyzing the realization of
deferred tax assets associated with net operating loss and credit carryforwards. When we believe that it is more likely than
not that a net operating loss or credit carryforward may expire unused, we establish a valuation allowance against them.

Employee Benefit Plans — We have defined benefit plans that cover a significant portion of our salaried and hourly
employees, including certain employees in foreign countries. We derive pension expense from an actuarial calculation
based on the defined benefit plans’ provisions and management's assumptions regarding discount rate, rate of increase in
compensation levels and expected long-term rate of return on plan assets. Management determines the expected long-term
rate of return on plan assets based upon historical actual asset returns and the expectations of asset returns over the
expected period to fund participant benefits based on the current investment mix of our plans. Management determines the
discount rate based on the yield of high quality fixed income investments, commonly defined as fixed income investments
with at least a Moody's Aa credit rating. The rate of increase in compensation levels is established based on management’s
expectations of current and foreseeable future increases in compensation. Management also consults with independent
actuaries in determining these assumptions. See Note 10 for more information.

(3) New Accounting Proncuncements
The following is a summary of new accounting pronouncements that apply or may apply to our business.
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In November 2004, the Financial Accounting Standards Board (*FASB") issued Statement of Financial Accounting
Standards (“SFAS")} No. 151, “Inventory Costs.” SFAS No. 151 amends the previous guidance in Accounting Research
Bulletin No. 43 to clarify that abnormal amounts of idle facility expense, freight, handling costs, and wasted material
(spoilage} should be recognized as current-period charges. In addition, SFAS No. 151 requires that the allocation of fixed
production overhead to the costs of conversion be based on the normal capacity of the production facilities. The provisions
of this statement are effective for inventory costs incurred during fiscal years beginning after June 15, 2005. We adopted
SFAS No. 151 effective January 1, 2006 and it did not have a significant impact on our consolidated financial statements.

In December 2004, the FASB issued SFAS No. 123 (revised 2004}, “Share-Based Payment” (“SFAS No. 123(R)"). SFAS
No. 123(R} replaced SFAS No. 123, “Accounting for Stock-Based Compensation,” and superseded Accounting Principles
Board No. 25, “Accounting for Stock Issued to Employees.” SFAS No. 123 (R) requires the recognition of compensation
expense for share-based payments, including stock options, based on their grant date fair values. We adopted SFAS
No. 123 (R} effective January 1, 2006. Refer tc Note 15 for further discussion pertaining to the adoption of this standard.

In May 2005, the FASB issued SFAS No. 154, “Accounting Changes and Error Carrections.” SFAS No 154 provides
guidance on the accounting for and reporting of accounting changes and error corrections. It establishes, unless
impracticable, retrospective application as the required method for reporting a change in accounting principle in the
absence of explicit transition requirements specific to the newly adopted accounting principle. SFAS No. 154 also provides
guidance for determining whether retrospective application of a change in accounting principle is impracticable and for
reporting a change when retrospective application is impracticable and also states that the correction of an error in
previously issued financial statements is not an accounting change. The standard is effective for fiscal years beginning after
December 15, 2005. We adopted SFAS No. 154 effective January 1, 2006,

In February 2006, the FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments,” which
amends SFAS No.'s 133 and 140, and improves the financial reporting of certain hybrid financial instruments by requiring
more consistent accounting that eliminates exemptions and provides a means to simplify the accounting for these
instruments. Specifically, SFAS No. 155 allows financial instruments that have embedded derivatives to be accounted for as
a whole (eliminating the need to bifurcate the derivative from its host) if the holder elects to account for the whole instrument
on a fair value basis. SFAS No. 155 is effective for all financial instruments acquired or issued after the beginning of an
entity’s first fiscal year that begins after September 15, 2006. We currently are evaluating the impact SFAS No. 155 could
have on our consolidated financial statements.

In June 2006, the Emerging Issues Task Force (“"EITF"} reached a consensus on EITF Issue No. 06-03, “How Taxes
Collected from Customers and Remitted to Governmental Authorities Should Be Presented in the income Statement (That (s,
Gross versus Net Presentation).” EITF 06-03 provides that the presentation of taxes assessed by a governmental authority
that are directly imposed on a revenue-producing transaction between a seller and a customer on either a gross basis
{included in revenues and costs) or on a net basis (excluded from revenues) is an accounting policy decision that should be
disclosed. EITF 06-03 is effective for interim and annual periods beginning after December 15, 2006. Our policy is to present
taxes collected from a customer that are assessed by a governmental authority and directly imposed on a revenue-
producing transaction, net in our consolidated statement of operations,

In June 2006, the FASB issued FIN 48, “Accounting for Uncertainty in Income Taxes, an Interpretation of FASB
Statement No. 109.” FIN 48 seeks to reduce the diversity in practice associated with accounting for uncertainty in income
taxes by prescribing a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken on a tax return. In addition, FIN 48 requires expanded
disclosure with respect to the uncertainty in income taxes and is effective for fiscal years beginning after December 15, 2006.
We currently are evaluating our tax positions and anticipate that our adoption of FIN 48 during the first quarter of 2007 will
result in a reduction of our income tax liabilities in the range of $45.0 to $55.0, with an offsetting credit to retained earnings.
The impact of the adoption of FIN 48 on our consolidated financial statements is subject to change due to potential changes
in interpretations of FIN 48 by the FASB and other regulatory bodies and the finalization of our adopticn efforts.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurement,” which defines fair value, establishes a
framework for measuring fair value and expands disclosures about fair value measurements. SFAS No. 157 focuses on
creating consistency and comparability in fair value measurements. SFAS No. 157 is effective for fiscal years beginning after
November 15, 2007, and interim periods within those fiscal years. We currently are evaluating the impact SFAS No. 157
could have on our consolidated financial statements.
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In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans — An Amendment of FASB Statements No. 87, 88, 106 and 132(R).” SFAS No. 158 requires balance
sheet recognition of the funded status of pension and postretirement benefit plans. Under SFAS No. 158, actuarial gains and
losses, prior service costs or credits, and any remaining transition assets or obligations that have not been recognized under
previous accounting standards must be recognized as a component of shareholders equity (in accumulated other
comprehensive income, net of tax effects) until they are amontized as a component of net periodic benefit expense.
Additionally, the measurement date (the date at which plan assets and the benefit obligation are measured) is required to be
the company's fiscal year end; which is consistent with our current practice. SFAS No. 158 is effective for financial
statements issued for fiscal years ending after December 15, 2006, Based cn the funded status of our plans as of
December 31, 2006, the adoption of SFAS No. 158 decreased total assets by $127.9, increased total liabilities by $81.5 and
reduced shareholders equity by $209.4. The adoption of SFAS No. 158 did not affect our results of operations. Refer to Note
10 for additional details pertaining to the adoption of this standard.

In September 2006, the SEC issued Staff Accounting Builetin No. 108 (“SAB 108"). SAB 108 was issued to provide
interpretive guidance on how the effects of the carryover or reversal of prior year misstatements should be considered in
quantifying a current year misstatement. The provisions of SAB 108 are effective for fiscal years ending after November 15,
20086. The adoption of SAB 108 did not have an impact on cur consolidated financial statements.

(4) Acquisitions and Discontinued Qperations

We use acquisitions as a part of our strategy to gain access to new technology, expand our geographical reach,
penetrate new markets and leverage our existing product, market, manufacturing and technical expertise. Acquisitions and
divestitures for the years ended December 31, 2006, 2005 and 2004 are described below.

All business acquisitions have been accounted for using the purchase method of accounting and, accordingly, the
consolidated statements of operations include the results of each acquired business since the date of acquisition. The
assets acquired and liabilities assumed are recorded at estimates of fair values as determined by management based on
information available. Management considers a number of factors, including third-party valuations or appraisals, when
making these determinations. We finalize the allocation of purchase price to the fair value of the assets acquired and
liabilities assumed when we obtain information sufficient to complete the allocation, but in any case, within one year after
acquisition. Refer to Note 8 for additional disclosure on the purchase price allecation of the following acquisitions.

Acquisitions — 2006

In the Flow Technology segment, we completed the acquisition of Aktiebolaget Custos (“Custos”) for a purchase price of
$184.0, which was net of cash acquired of $4.4 and included debt assumed of $23.2 and a provision of $5.5 for shares of
Custos that had yet to be tendered as of December 31, 2006. Custos had revenues of approximately $107.0 in the twelve
months prior to the date of acquisition.

This acquisition was not material.

Acquisitions — 2005

In the Test and Measurement segment, we completed the acquisition of CarTool GmbH (“CarTool") for a cash purchase
price of $41.4, net of cash acquired of $22.6. CarTool had revenues of approximately $77.0 in the twelve months prior to the
date of acquisition.

This acquisition was not material.

Acquisitions — 2004

In the Flow Technology segment, we completed the acquisition of McLeod Russel Holdings PLC {*Mcteod Russel”) for
a purchase price of $54.5, which included the assumption of $30.5 in debt. McLeod Russel had revenues of $118.6 in the
tweive months prior to the date of acquisition. This business is now referred to as Air Filtration.

In the Test and Measurement segment, we completed three acquisitions for a combined cash purchase price of $62.3.
The acquired entities had combined revenues of $54.1 in the twelve months prior to their respective dates of acquisition,
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These transactions included the acquisition of Actron Manufacturing Company (“Actron”) for a purchase price of $35.2.
Actron had revenues of $40.2 in the twelve months prior to the date of acquisition.

In the Industrial Products and Services segment, we completed two acquisitions for a combined cash purchase price of
$18.6. The acquired entities had combined revenues of $28.5 in the twelve months prior to their respective dates of
acquisition.

These acquisitions were not material individually or in the aggregate.

Discontinued Operations

We report discontinued operations in accordance with the guidance of SFAS No. 144, "Accounting for the impairment
or Disposal of Long-Lived Assets.” Accordingly, we report businesses or asset groups as discontinued operations when,
among other things, we commit to a plan to divest the business or asset group, actively begin marketing the business or
asset group, and when the sale of the business or asset group is deemed probable within the next 12 months. The following
businesses, which have been sold, met these requirements and therefore have been reported as discontinued operations for
the periods presented.

Discontinued During Actual Closing
Business the Quarter Ended Date of Sale
Dock Products ("DOCK”) . . .. ..o e June 30, 2006 Q4 2006
Dielectric Tower ("Tower") . .. ... ... .. i e December 31, 2005 Q1 2006
Security and protection business (“Vance™ ............. .. ... ... September 30, 2005 Q1 2006
Mueller Steam, Febico and Polyjet productlines. .. ..................... September 30, 2005 Q4 2005
Aftermarket automotive products business ("Carfel"). ... ................ March 31, 2005 Q3 2005
Lab and life science business (“Kendro™} .............. . ... .. .. ... December 31, 2004 Q2 2005
Brookstone telecommunication services business. ..................... March 31, 2005 Q1 2005
Fire detection and building life-safety systems business (“EST™).......... December 31, 2004 Q1 2005
Specialty tool business. . . ... ... e December 31, 2004 Q1 2005
Compaction equipment business ("Bomag”) .......................... September 30, 2004 Q1 2005
Axial fan bUSINESS . . ... e e December 31, 2004 Q4 2004
Inspection gauging systembusiness . ................ ... ... .0, December 31, 2004 Q4 2004
Municipal water valve business . . .......... ... ... i June 30, 2004 Q4 2004

Dock — Sold for $43.5 in cash. In 2006, we recorded a gain on the sale of $29.0. This gain was primarily related to a tax
benefit recorded of $33.2, partialty offset by expenses that were contingent primarily upon the consummation of the sale,
which included $0.3 due to the modification of the vesting period of restricted stock units that had been issued to Dock
employees (see Note 15 to our consolidated financial statements for further information).

Tower — Sold for $6.9 in cash, including additional cash proceeds of $4.4 that related to the settlement of the working
capital associated with the transaction. In 2005, we recorded a charge, net of taxes, of $11.3 in order to reduce the net
assets to be sold to their estimated net realized value. During 2006, we reduced the net loss by $0.9 primarily as a resuft of
the working capital settlement noted above.

Vance — Sold for $70.6 in cash. In 2005, we recorded a net charge of $26.8 in order to reduce the net assets to be sold
to their estimated net realizable value. During 2006, we increased the net loss by $3.1, primarily for expenses that were
contingent upon the consummation of the sale, which included $1.6 due to the modification of the vesting period of
restricted stock units that had been issued to Vance employees (see Note 15 to our consolidated financial statements for
further information).

Mueller Steam, Febco and Palyjet — Sold for $44.7 in cash. In 2005, we recorded a gain on the sale of $50.7, which
included a tax benefit of $71.8.

Carfel — Sold for $12.0 in cash. In 2005, we recorded a loss on the sale, net of taxes and transaction fees, of $21.9.

Kendro — Sold to Thermo Electron Corporation for $828.8 in cash. In 2005, we recorded a gain on the sale, net of taxes
and transaction fees, of $326.5.
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Brookstone telecommunication services business — Sold for $0.9 in cash. In 2005, we recorded a loss on the sale, net
of taxes and transaction fees, of $12.1.

EST — Sold to General Electric Company (“GE") for $1,393.2 in cash, net of cash balances assumed by GE of $1.5. In
2005, we recorded a gain on the sale, net of taxes and transaction fees, of $662.5.

Specialty tool business — Sold for $24.2 in cash, with $21.8 received at the closing and $2.4 deposited in an escrow
account. In 2005, we recorded a loss on the sale, net of taxes and transaction fees, of $3.7. We received $1.7 of the escrow
amount in 2006.

Bomag — Sold to Fayat SA (“Fayat”) for $447.3 in cash, net of cash balances assumed by Fayat of $2.7. In 2005, we
recorded a gain on the sale, net of taxes and transaction fees, of $137.4.

Axial fan, inspection gauging system and municipal water valve businesses — Sold for aggregate proceeds of $49.9 during
2004. We recorded a combined loss, net of taxes and transaction fees, on the sales of these businesses of $23.6 in 2004.
During 2005, we increased the loss on the sales of these businesses by $1.6 due primarily to working capital adjustments in
connection with final purchase price settlements with the respective buyers. In addition, we received $2.5 in the fourth
quarter of 2005 relating to a final payment on a promissory note received in connection with the sale of the Axial fan
business.

The final purchase price for certain of the divested businesses is subject to adjustment based on working capital
existing at the respective closing dates. The working capital figures are subject to agreement with the buyers or if we cannot
come to agreement with the buyers, an arbitration process. Finalization of the working capital figures for certain of these
transactions has yet to occur and, accordingly, it is possible that the purchase price and resulting gains (losses) on these
transactions may be materially adjusted in subsequent periods.

In the third quarter of 2006, we committed to a plan to divest an automotive components business within our Industrial
Products and Services segment. We are actively pursuing the sale of this business and anticipate that the sale will be
completed in the first half of 2007. Accordingly, we have reported, for all periods presented, the financial condition, results of
operations, and cash flows of this business as a discontinued operation in our consolidated financial statements. As a result
of the planned divestiture of the automotive components business, we recorded a charge of $102.7 during 2006 tc “loss on
disposition of discontinued operations, net of tax” in order to reduce the net assets to be sold to their estimated net
realizable value.

In addition to the gainsfiosses recorded in 2006 relating to the Dock, Tower, Vance, and the automotive components
business discussed above, we recognized a net gain in 2006 of $20.1 resulting from adjustments to gains/losses on sales of
businesses that were previously discontinued, with such adjustments primarily related to reductions in income tax liabilities.

For 2008, 2005, and 2004, income (loss) from discontinued operations and the related income taxes are shown below:

Year ended December 31,

2006 2005 2003
Income (loss) from discontinued operations . ........c.cviiiii i $(98.3) $1,550.8 % 744
Income tax (provision) benefit. .. ... . . e 48.5 (462.0) (33.5
Income (loss) from discontinued operations, net . .......... ... ... ... . i, $(49.8) $1,0888 § 409

For 2006, 2005 and 2004, results of operations from our businesses reported as discontinued operations were as
follows:

Year ended December 31,

2006 2005 2004
[T a1 1= S U S PR $409.7 $9288 $2,156.5
Pre-Tax INCOME (J0SS). . ..o vt e i e e 11.0 3.7 99.9
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The major classes of assets and liabilities, excluding inter-company balances, of the businesses reported as
discontinued operations included in the accompanying consolidated balance sheets are shown below:

December 31, December 31,

2006 2005
Assets:
Cash and eqQuUIVAIENIS . .. ... .. i e $ — $ 4.0
Accounts receivable, Net ... . e e 39.8 100.2
VBNt OIS, NMEE . . . i i e e e e e e 12.6 27.6
Other CUITENt ASSEES . .. . i e e e e e 5.9 13.7
Net property, plantand equipment. .. ... ... . e 120.2 130.6
Goodwill and intangibles, net . ... ... . . 13.5 195.6
OHher ASSetS . . . ... e 1.3 4.4
Assets of discontinued Operations . ... ... ... .. $193.3 $476.1
Liabilities:
Accounts payable . ... . $ 305 $ 61.0
Accruedexpensesand other. . ... ... .. 11.8 28.4
Short-term debt . . .. 1.8 —
Deferred and other iNCOMEB taXES . .. ... . e e e 12.8 29.4
Longtermdebtandother ..... ... .. ... .. .. . . . 4.1 7.2
Liabilities of discontinued operations . . ....... ... .. ... . $ 61.0 $126.0

(5) Business Segment Information

We are a global provider of flow technology, test and measurement products and services, thermal equipment and
services, and industrial proeducts and services with operations in over 20 countries. We offer a diverse collection of products,
which include, but are not limited to, valves, fluid handling equipment, metering and mixing solutions, air filtration products,
specialty service tools, diagnostic systems, service equipment and technical information services, cooling, heating and
ventilation products, power transformers, and TV and radio broadcast antennas. Qur products are used by a broad array of
customers in various industries, inciuding, chemical processing, pharmaceuticals, infrastructure, mineral processing,
petrochemical, telecommunications, transportation, automotive service and power generation.

Our strategy is to have a centralized approach to continuous improvement, including lean manufacturing, supply chain
management, organizational development, and global expansion, with the intent of capturing synergies that exist within our
businesses and, ultimately, on driving revenue, profit margin, and cash flow growth. We believe that our businesses are well
positioned for growth in these metrics based on our current continuous improvement initiatives, the potential within the
current markets they serve, as well as the potential for expansion into additional markets. Beginning in the first quarten.of
2005, we aggregated our global growth platforms into three segments identified as Flow Technology, Test and
Measurement, and Thermal Equipment and Services. Each of the remaining businesses within our portfolio generally
represent North American focused industrial operations that lack global scale and will not likely be the focus of acquisition
growth. We have aggregated these businesses into a fourth segment identified as Industrial Products and Services.

We have aggregated our operating segments into four reportable segments in accordance with the criteria defined in
SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information” (“SFAS No. 1317). The factors
considered in determining our aggregated segments are the economic similarity of the businesses, the nature of products
sold or services provided, production processes, types of customers and distribution methods. In determining our
segments, we apply the threshold criteria of SFAS No. 131 to operating income or loss of each segment before considering
impairment and special charges, pensions and postretirement expenses, stock based compensation and other indirect
corporate expenses. This is consistent with the way our chief operating decision maker evaluates the results of each
segment.

Revenues by business segment represent sales to unaffiliated customers, and no one customer or group of custormers
under common control accounted for more than 10% of our consolidated revenues for all periods presented. Inter-company
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revenues among segments are not significant. Identifiable assets by business segment are those used in our operations in
each segment. General corporate assets are principally cash, pension assets, deferred tax assets, certain prepaid expenses,
fixed assets and our 44.5% interest in the EGS Electrical Group, LLC and Subsidiaries ("EGS") joint venture. See Note 9 for
financial information relating to EGS.

Flow Technology

Our Flow Technology segment designs, manufactures, and markets solutions and products that are used to process or
transport fluids, as well as solutions and products that are used in heat transfer applications and airflow treatment systems.
Our Flow Technology businesses focus on innovative, highly engineered new product introductions and expansion from
products to systems and services to create total customer solutions.

Test and Measurement

Our Test and Measurement segment engineers and manufactures branded, technologically advanced test and
measurement products across the transportation, defense, telecommunications and utility industries. Our technology
supports the introduction of new systems, expanded services, and sophisticated testing and validation. Products for the
segment include specialty automotive diagnostic service tools, fare collection boxes, portable cable and pipe locators, and
vibration testing equipment. The segment continues to focus on initiatives such as lean manufacturing, expanding its
commercialization of the China market and leveraging its outsourcing model.

Thermal Equipment and Services

Our Thermal Equipment and Services segment engineers, manufactures, and services cooling, heating, and ventilation
products for markets throughout the world. Products for the segment include dry, wet, and hybrid cooling systems, cooling
towers, and air-cooled condensers for the power generation, refrigeration, HVAC, and industrial markets, as well as hydronic
and heating and ventilation products for the commercial and residential markets. This segment also provides thermal
components for power and steam generation plants and engineered services to maintain, refurbish, upgrade, and
modernize power stations. The segment continues to focus on expanding its global reach, including expanding its dry
cooling, heating, and ventilation manufacturing capacity in China, as well as increasing thermal components and service
offerings, particularly in China and Europe.

Industrial Products and Services

Qur Industrial Products and Services segment is comprised of businesses that design, manufacture and market power
systems, industrial tools and hydraulic units, filters primarily for the automotive industry, precision machine components for
the aerospace industry and television broadcast antenna systems.

Corporaie Expense

Corporate expense generally relates to the cost of our Charlotte, NC corporate headquarters and our Horsham, PA
information technology data center.
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Financial data for cur business segments, including the results of acquisitions from the dates of the respective

acquisitions, are as follows:

Revenues:
Flow Technology. .. ... e
Test and Measurement! .
Thermal Equipmentand Senvices . .. ... i i e
Industrial Products and Services. . ... .. .
Total

Segment income:
Flow Technology. . . .. ... e e e e
Testand Measurement. . ... ... i e
Thermal Equipment and ServiCes . .. ... ... . e e
Industrial Products and Services. . .. .. ... . e
Total Segment INCOME . . . ... .. e
COrPOrate EXDENSE . . .ttt e
Pension and Postretirement Expense. . ... ... ..
Stock based Compensation Expense. . ...ttt
Special Charges, Net ... ... e e
Impairment of Goodwill and Other Intangible Assets .. ...........................
Consolidated Operating fIncome . ... ... i i i e

Capital expenditures:
Flow Technology . .. ... o e e
Testand Measurement. . ... ... . e
Thermal Equipment and Services. .. ... ... . e
Industrial Products and Services. . ... ... ... i i
General Corporate. . ... i e
Total .

Depreciation and amortization:
Flow Technology. .. ... ..o e e
Test and Measurement. . . ... . e e
Thermal Equipmentand Services........ ... . i i i
Industrial Products and Services. ... ... ... e
General Corporate. . ... i
Total .o e e

Identifiable assets:
Flow Technology . . ... .o e e
Testand Measurament. . ... ...
Thermal Equipment and SerVICeS . ... ... . it
Industrial Products and Services. . . ... i
General CorpOrate. . .. ... e e
Discontinued Operations . .. ... . i i e e
Total .o

2006 2005 2004
$ 960.2 $ 8781 $ 8109
1,137.5 11,0596 11,0928
1,378.9 12043 1,0653
836.7 716.0 670.3
$4,313.3 $3,858.0 $3,639.1
$ 1345 $ 1012 $ 1021
159.1 129.9 127.9
104.7 118.3 126.7
99.0 67.5 422
497.3 416.9 398.9
96.1 87.6 100.9
44.9 295 220
37.6 28.3 9.1
4.4 9.1 37.8
— 36.2 175.3
$ 3143 $ 2262 $ 538
$ 118 % 42 $ 55
9.7 7.5 6.7
14.3 16.8 9.6
21.1 11.8 6.5
1.2 1.8 4.6
$ 581 $ 421 $ 329
$ 149 $ 185 $ 205
20.4 17.4 19.6
231 19.9 17.9
13.4 115 14.2
3.4 4.1 3.4
$ 752 $ 714 $ 7586
$1,0729 § 883.3
1,183.8 1,151.8
1,751.5  1,593.4
703.5 665.7
532.1 536.1
193.3 476.1
$5437.1 $5,306.4
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2006 2005 2004
Revenues by Groups of Products:
Flow Technology.................. e e e $ 9602 $ 878.1 §$ 8109
Test and Measurement. . .. ... . e e 1,137.5 1,059.6 1,092.6
Therma!l Equipment and Services . ... ... e 1,378.9 1,204.3 1,065.3
Industrial Products and Services:
Automotive components. .. ... ... 95.8 92.5 856.2
Power transformers and ServiCes . ... .. v r e e 290.6 2359 223.6
Industrial tools and equipment . ... .. . e 142.4 123.3 120.2
Broadcast antenna SyStemsS. . .. ... ... ... e e 116.7 112.1 1041
Agrospace components . ........... e e e 102.2 82.4 79.9
Laboratory equipment. . . ... .. e 89.0 69.8 57.3
Total Industrial Productsand Services . .. ......... ... i 836.7 716.0 670.3
1<) - | $4,313.3 $3,858.0 $3,639.1
Geographic Areas: 2006 2005 2004
Revenues — Unaffiliated Customers:®
UNited S atBS . . . ..ottt et e e e $2.604.3 $2,467.1 $2,3948
LT 1T T 624.2 492 .4 423.4
United KingQaom. . . ... i e e e 243.4 2239 240.9
0 (17T L. 841.4 674.6 580.0

$4,313.3 8$3,858.0 $3,639.1

Tangible Long Lived Assets:

United States . . .. o e e e e $ 8558 § 469.3
0= 172.8 226.3
Long lived assets of continuingoperations . ........... ... o i i 728.4 695.6
Long lived assets of discontinued operations . . ........... . oo i i 121.5 135.0
Total tangible long lived @SSets . . . ... ... vt e e $ 8499 $ 8306

™ During 2005, revenues for our Test and Measurement segment were reduced for program incentives and rebates
earned by certain customers throughout the year. Prior to 2005, these incentives and rebates were classified as cost of
products sotd and selling, general and administrative expenses. Had these amounts been classified as a reduction to
revenues prior to 2005, revenues for 2004 would have been lower by $14.8,

@ Revenues are included in the above geographic areas based on the country that recorded the customer revenue,

(6) Special Charges, Net

As part of our business strategy, we right-size and consolidate operations to drive results. Additionally, from time to
time, we alter our business model to better serve customer demand, fix or discontinue lower-margin product lines and
rationalize and consolidate manufacturing capacity. Our restructuring and integration decisions are based, in part, on
discounted cash flows to achieve our goals of increased outsourcing, reduced structural footprint, and increased profitability
in any economic environment. As a result of our strategic review process, we recorded net speciat charges of $4.4 in 2008,
$9.1 in 2005 and $37.8 in 2004. These net special charges were primarity for restructuring initiatives to consolidate
manufacturing and sales facilities, reduce workforce, and rationalize certain product lines.

60



Notes to Consolidated Financial Statements
December 31, 2006
(Ali dollar and share amounts in millions, except per share and per LYON data)

The purpose of our restructuring initiatives is to improve future profitability, streamline operations, reduce costs and
improve efficiency. We estimate that we will achieve operating cost reductions in 2007 and beyond through reduced
employee and manufacturing cests and other facility overhead.

The components of the charges have been computed based on actual cash payouts, our estimate of the realizable
value of the affected tangible and intangible assets and estimated exit costs, including severance and other employee
benefits based on existing severance policies and local laws.

Impairments of long-lived assets, including amortizable intangibles, which represent non-cash asset write-downs, are
accounted for in accordance with SFAS No. 144, “Accounting for the Impairment and Disposal of Long-Lived Assets.”
Typically, these non-cash asset write-downs arise from business restructuring decisions that lead to the disposition of assets
no fonger required in the restructured business. For these situations, we recognize a loss when the carrying amount of an
asset exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of the asset.
Realization values for assets subject to impairment testing are determined primarily by management, taking into
consideration various factors including third-party appraisals, quoted market prices or previous experience. if an asset
remains in service at the decision date, the asset is written down to its fair value and the resulting net book value is
depreciated over its remaining economic useful life. When we commit to a plan to sell an asset, including the initiation of a
plan to locate a buyer, and it is probable that the asset will be scold within one year based on its current condition and sales
price, depreciation of the asset is discontinued and the asset is classified as an asset held for sale. The asset is written down
to its fair value less any selling costs.

Exit costs, including, among other things, severance, other employee benefit costs, and operating lease obligations on
idle facilities, are accounted for in accordance with SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal
Activities.” As such, liabilities for exit costs are measured initially at their fair value and recorded when incurred.

Special charges for the years ended December 31, 20086, 2005, and 2004 are described in more detail below and in the
applicable sections that follow.

2006 2005 2004

Employee termination CoStS .. ....... ... it e $19 $59 8130
Facility COnsSoldation COStS . ... ... i e 0.9 7.8 7.6
OtNEr CaSh COSIS . . .ttt e et e e e 05 1.8 19
Non cash asset Write-downs Y . . . 1.3 1.5 18.2
Gainon sale Of ASSEIS ... .. . e e 02 {F.9 (2.9

L« | $44 $9.1 8378

@ Of the total non-cash asset write-downs, we recorded $8.8 related to non-disposal, asset impairments at our Fluid

Power business in 2004.

2006 Charges:
Employee Facility Non-Cash Gain on Total
Benefit Consolidation  Other Cash Asset Sale of Special
Costs Costs Costs Write-downs  Assets  Charges
Flow Technology. . ....................... $1.7 $07 $0.3 $ — & — $ 27
Test and Measurement. ................... 0.5 0.6 — p.2 1.3
Thermal Equipment and Services........... (0.3) (0.4) — — (0.2) (0.9)
Corporate............................... — — _0.2 mni — 1.3
Total ... . $1.9 $09 $05 §1.3 $(0.2) $44

Flow Technology segment — Charges for 2006 related primarily to costs associated with exit activities at a facility in St.
Paul, NC ($1.3), employee termination costs relating to a facility in Germany ($0.7), employee termination costs relating to
the restructuring of the Air Fillration European sales organization ($0.5), costs relating to a previously announced
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reorganization of a Netherlands’ operation, and exit activities at two locations in the United Kingdom. The German and
European sale organization initiatives resulted in the termination of 18 employees.

Test and Measurement segment — Charges for 2006 related primarily to employee termination and lease holding costs
associated with the closure of manufacturing facilities in Miramar, FL and Novi, MI. These closure activities resulted in the
termination of 25 employees.

Thermal Equipment and Services segment — In 2006 the segment incurred charges of $0.3 relating to a previously
announced facility consolidation effort. These charges were more than offset by credits of $1.2 associated with a reduction
of liabilities that are no longer necessary as the related restructuring activities have been completed.

Corporate — Charges for 2006 relate primarily to an impairment charge for the planned divestiture of an idle facility.

We do not expect future costs associated with the above initiatives to be significant. At December 31, 2006 and 2005, a
total of $3.5 and $12.6 of restructuring liabilities, respectively, remained on the consolidated balance sheets. With the
exception of certain multi-year operating lease obligations and other contractual obligations, which were not material to our
consolidated financial statements, we anticipate that the liabilities related to restructuring actions will be paid within one year
from the period in which the action was initiated.

2005 Charges:

Non-Cash
Employee Facility Asset Gain Total
Benefit Consolidation  Other Cash Write- on Sale of Special
Costs Costs Costs downs Agsets Charges
Flow Technology..............ccoinion.. $25 $1.7 $08 $05 $ - $55
Test and Measurement. . . ................. 1.1 2.4 0.1 0.9 — 4.5
Thermal Equipment and Services........... 1.9 24 1.0 (1.0) — 4.3
Industrial Products and Services. ........... 0.3 06 — — (7.9 (7.0)
Cotporate. ... e 0.1 0.7 {0.1) 1.1 — 1.8
Total ... e $59 7.8 $18 1.5 $(7.9) $91

Flow Technology segment— Charges for 2005 related primarily to facility closures and manufacturing facility
consolidations within our Dehydration business and, to a lesser extent, facility consolidation costs for restructuring actions
initiated in 2004. We recognized $4.0 of special charges related primarily to employee and lease termination costs
associated with the reorganization of a Netherlands operation and the closure of two facilities in the United Kingdom. The
Netherlands and United Kingdom restructuring actions resulted in the termination of 59 employees.

Test and Measurement segment — Charges for 2005 related primarily to employee termination and lease holding costs
associated with the closures of a warehouse facility in Miramar, FL and a manufacturing facility in the United Kingdom that
totaled $2.5 within our Service Solutions business and an asset impairment charge of $1.0 relating to the divesture of a
tacility in the United Kingdom. The Miramar, FL and United Kingdom facility closures have resulted in the termination of 99
employees.

Thermal Equipment and Services segment — Charges for 2005 related primarily to workforce reductions associated with
facility consolidations and closures. Within our boiler products business, we recorded employee benefit costs associated
with our previously announced closure of manufacturing activities at our Benton Harbor, MI facility and relocation of certain
manufacturing operations from our Michigan City, IN facility to our new Eden, NC facility. These restructuring actions
resulted in $1.2 of employee termination, facility consolidation, and other costs during 2005. Within our cooling businesses,
we recognized $2.4 of special charges related primarily to employee termination costs associated with business integration
efforts in Germany that were initiated in the fourth quarter of 2004 and employee termination, lease holding, and asset
impairment charges associated with the closure of a facility in the United Kingdom. The United Kingdom restructuring action
has resulted in the termination of 83 employees.

Industrial Products and Services segment — The net credit for 2005 refated to a gain of $7.9 on the sale of land in
Milpitas, CA, resulting in the finalization of a previously initiated restructuring action. This was partially offset by employee
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and tease termination costs associated with the closure of facilities in Tempe, AZ and Watertown, WI. These restructuring
actions have resulted in the termination of 14 employees.

Corporate — Charges for 2005 related primarily to the lease holding costs for two administrative facilities that were
closed during the first quarter of 2005 and an asset impairment charge of $1.1 relating to the planned divestiture of a facility
in Newtown, CT.

2004 Charges:
Non-Cash
Facility Asset (Gain) Loss
Employee Consolidation  Other Cash Write- on Sale of Total Special
Benefil Costs Costs Cosis downs Assets Charges

Flow Technology.................. $ 1.0 $1.7 $0.1 $ 09 $(1.3) $ 24
Test and Measurement. ............ 2.0 0.8 — 1.9 — 4.7
Thermal Equipment and Services. . . . 8.1 1.5 1.3 4.2 0.3 15.4
Industrial Products and Services. . . .. 1.1 3.2 0.t 11.0 (1.9 13.5
Corporate........................ 0.8 0.4 0.4 0.2 — 1.8

Total ...... ... $13.0 $7.6 $1.9 18.2 $(2.9) $37.8

Flow Technology segment — Net charges for 2004 related primarily to employee benefit costs, facility consolidation
costs, and asset impairments, partially offset by a gain on the sale of a facility. Employee benefit and facility consolidation
costs related to (i) workforce reductions in the United Kingdom and Houston, TX and (i) the integration of existing facilities
into facilities of acquired businesses. In addition, our Dehydration business recorded a charge of $0.9 to write-down an idle
facility to its estimated fair value. Alse, in connection with the facility consolidation within our Air Filtration business, we sold a
manufacturing facility in Ireland and recorded a corresponding gain of $1.3. These restructuring actions resulted in the
termination of three hourly and 12 salaried foreign employees.

Test and Measurement segment — Charges for 2004 related primarily to workforce reductions, facility consolidation
costs, and asset impairments. These restructuring actions resulted in the termination of 49 hourly and 30 salaried domestic
and foreign employees at our Valley Forge, Ml and Bristol, UK locations.

Thermal Equipment and Services segment — Charges for 2004 related primarily to asset write-downs and employee
severance costs associated with our boiler products and cooling businesses. In 2004, we announced plans to close and
relocate manufacturing activities at our Benton Harbor, M! facility and relocate certain manufacturing operations from our
Michigan City, IN facility. As a result of this announcement, we recorded asset impairment charges of $3.3 and employee
severance and other charges of $5.3. Costs relating to the restructuring actions at the cooling business totated $6.6, which
related primarily to employee termination costs and asset write-downs associated with the discontinuance of a product line,
and employee termination and cther costs relating to integration efforts in Germany and the acquisition of Hamon Dry
Cooling. These restructuring items resulted in a reduction of 188 hourly and 94 salaried employees.

Industrial Products and Services segment — Net charges for 2004 related primarily to asset impairments, employee
benefit costs and facility closure costs, partially offset by a gain on the sale of a manufacturing facility,. We recorded $8.8,
and $0.9 in write-downs of property, plant and equipment at our Fiuid Power and TPS businesses, respectively, as the
carrying value of the assets exceeded their estimated fair values. Within the Waukesha Electric Systems business, we
recorded facility closure costs of $1.3 related to the closure of the Milpitas, CA manufacturing facility. Qur Fluid Power
business also recorded facility closure costs offset by a $1.9 gain related to the closure and sale of a manufacturing facility in
the United Kingdom. These actions resulted in the termination of 77 hourly and 9 salaried domestic ang foreign employees.

Corporate - Charges for 2004 related primarily to a workforce reduction and outsourcing of certain information
technology support activities and the exit of certain administrative offices. These restructuring actions resulted in the
termination of seven salaried domestic employees.
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(7) Inventories

December 31
2006 2005
FINIShEO QOOOS . . ..ottt e e e e $204.8 $129.0
BT I o oo - S 114.0 104.8
Raw materials and purchased Pamns . ... ... i e e 2219 2225
Total Pl COst . i e i 540.7 4563
Excess of FIFO cost over LIFQ inventory value. . .. . ... ... oo i e (26.4) _ (16.5)
$514.3 $439.8

Inventories include material, labor and factory overhead costs and are reduced, when necessary, to estimated
realizable values. Certain domestic inventories are valued using the last-in, first-out (“LIFO”) method. These inventories were
$231.6 at December 31, 2006 and $215.8 at December 31, 2005. All other inventories are valued using the first-in, first-out
(“FIFO") method. Progress payments, netted against work in process at year-end, were $5.4 in 2006 and $10.4 in 2005.

{8) Goodwill And Other Intangible Assets
The changes in the carrying amount of goodwill, by segment, are as foliows:

Goodwiil Foreign
resulting from currency
December 31, business translation  December 31,
2005 combinations  Impairments  and other!" 2006
Flow Technology. .. ..oovvvenenn et $ 4026 $68.7 $— $15 $ 4728
Test and Measurement. .. ................... 391.0 - — {(6.9) 3841
Thermal Equipment and Services. ............ 589.0 97 — 3.7 602.4
Industrial Products and Services.............. 306.5 — = (3.6) 302.9
Total . e e i i $1,689.1 $78.4 $=-—-— $ (5.3 $1,762.2
Goodwill Foreign
resulting from currency
December 31, business translation December 31,
2004 combinations Impairments and other™" 2005
Flow Technology. .. .....covveieeeieeann ... $ 440.8 $ — $(22.0) $(16.2) $ 4026
Test and Measurement. ..................... 379.1 25.4 — (13.5) 391.0
Thermal Equipment and Services............. 627.5 — —_ (38.5) 589.0
Industrial Products and Services. ... .......... 311.2 — — (4.7) 306.5
Total ..o e $1,758.6 $25.4 $(22.0) $(72.9) $1,689.1

N-

M Includes adjustments resulting from acquisitions completed not more than one year prior to the date of adjustment and
adjustments related to reductions in income tax liabilities.
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Identifiable intangible assets comprise the following:

December 31, 2006 December 31, 2005
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Value Amortization Value Value Amortization Value
Intangible assets with determinable lives:
Patents ... ... i $ 359 $(23.6) $ 12.3 $ 27.7 $(17.3) $ 104
Technology ........................... 26.6 (6.1) 20.5 26.4 (5.2) 21.2
Customer Relationships . ................ 68.4 8.7) 58.7 63.5 (6.0} 57.5
Other. . ... i e e 86.7 {11.Q) 757 27.0 (8.3) 18.7
2176 (50.4) 167.2 144.6 (36.8) 107.8
Trademarks with indefinite lives: 320.8 — 320.8 316.4 — 316.4
Total ... e e $538.4 $(50.4) $488.0 $461.0 $ (36.8) $424.2

Amortization expense was $14.4, $151 and $15.5 for the years ended December 31, 2006, 2005, and 2004,
respectively. Estimated amortization expense related to these intangible assets is $15.8 in 2007, $15.2 in 2008, $12.4 in
2009, $10.1 in 2010 and $9.7 in 2011.

At December 31, 2006, intangible assets with determinable lives were primarily associated with the Flow Technology
{$63.4), Test and Measurement ($62.3) and Thermal Equipment and Services ($35.3) segments. Trademarks with indefinite
lives were associated with the following segments: $104.8 in the Flow Technology segment, $68.9 in the Test and
Measurement segment, $132.1 in the Thermal Equipment and Services segment, and $15.0 in the Industrial Products and
Services segment.

Consistent with the requirements of SFAS No. 142, the fair values of our reporting units generally are based on
discounted cash flow projections that we believe to be reasonable under current and forecasted circumstances, the results
of which form the basis for making judgments about carrying values of the reported net assets of our reporting units. Other
considerations are also incorporated, including comparable industry price multiples. Many of our reporting units closely
follow changes in the industries and end-markets that they serve. Accordingly, we consider estimates and judgments that
affect the future cash flow projections, including principal methods of competition such as volume, price, service, product
performance and technical innovations and estimates associated with cost improvement initiatives, capacity utilization, and
assumptions for inflation and foreign currency changes. We monitor impairment indicators across all of our reporting units.
Any significant change in market conditions and estimates or judgments used to determine expected future cash flows that
indicates a reduction in carrying value may give rise to impairment in the period that the change becomes known.

In connection with the preparation of our 2006 strategic plan, which was finalized at the end of 2005, we concluded that
the completion of the integration of our Air Filtration reporting unit, a component of our Flow Technoclogy segment that was
acquired in 2004, would take longer and be more costly than originally anticipated, thus, negatively impacting the reporting
unit’s long-term financial forecast. Based on this long-term financial forecast, and in connection with the preparation of our
2005 consolidated financial statements, we determined that the fair value of our Air Filtration reporting unit was less than the
carrying value of its net assets. Accordingly, we recognized an impairment charge of $36.2 in the fourth quarter of 2005. As a
result of this charge, goodwill was reduced by $22.0 and the carrying value of other intangible assets was reduced by $14.2,

During 2004, we recorded charges of $175.3 relating to the impairment of goodwill and other intangible assets for our
Fluid Power {$60.3}, Radiodetection ($89.4}, and TPS ($25.6) reporting units. As a result of these charges, goodwill was
reduced by $170.7 and the carrying value of other intangible assets was reduced by $4.6.

(9) Investment In Joint Venture

We have one significant joint venture, EGS, with Emerson Electric Co., in which we hold a 44.5% interest. Emerson
Electric Co. controls and operates the joint venture. EGS operates primarily in the United States, Canada and France and is
engaged in the manufacture of electrical fittings, hazardous location lighting and power conditioning products. We account
for our investment under the equity methad of accounting, on a three-month lag basis, and we typically receive our share of
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the joint venture’s earnings in cash dividends. EGS's results of operations and certain other information for its fiscal years
ended September 30, 2006, 2005 and 2004, were as follows:

2006 2005 2004
Nt SalES. .. e $483.5 $429.7 $3834
GroSS PrOfit . oo e e 214.6 185.3 164.2
L= LT e g 88.6 58.4 51.0
Capital eXpeNg NS . . . e e e e 7.5 5.0 6.3
Depreciation and amortization. . ... ... ... . e 85 8.8 9.7
SPX's equity eamnings in BGS .. ... . e 40.2 224 258

Condensed balance sheet information of EGS as of September 30, 2006 and 2005 was as follows:

2006 2005
LU= o) B 3 A $156.9 $149.8
N Lo B g =T g LT £ P 286.1 285.1
U et lailtIES . . .o e 63.5 84.5
NON-CUrent abilities . . ... e 13.3 15.9

The carrying value of our investment in EGS was $78.3 and $67.5 at December 31, 2006 and 2005, respectively, and is
recorded in other assets in our consolidated balance sheets. We contributed non-monetary assets to EGS upon its
formation. We recorded these contributed assets at their historical cost in accordance with APB No. 29, “Accounting for
Nonmonetary Transactions,” while EGS recorded these assets at their fair value in accordance with APB No. 16 “Business
Combinations.” As a result of this basis difference in the goodwill recorded by EGS upon formation, our investment in EGS is
tess than our proportionate share of EGS’ net assets, with such difference totaling $84.7 at December 31, 2006.

{10) Employee Benefit Plans

Overview — We have defined benefit pension plans that cover a significant portion of our salaried and hourly paid
employees, including certain employees in foreign countries. Beginning in 2001, we discontinued providing these pension
benefits generally to newly hired employees. In addition, we no longer provide service credits 1o certain active participants.
Of the U.S. employees covered by a defined benefit pension and actively accruing a benefit, most are covered by an
account balance plan or are part of a collectively bargained plan.

We have domestic postretirernent plans that provide health and life insurance benefits for certain retirees and their
dependents. Some of these plans require retiree contributions at varying rates. Not all retirees are eligible to receive these
benefits, with eligibility governed by the plan(s) in effect at a particular location.

Defined Benefit Pension Plans

Plarn assets — Qur investment strategy is based on the long-term growth of principal while mitigating overall risk to
ensure that funds are available to pay benefit obligations. The domestic plan assets are invested in a broad range of
investment classes, including domestic and international equities, fixed income securities, real estate and other investments.
We engage various investment managers who are regularly evaluated on long-term performance, adherence to investment
guidelines and ability to manage risk commensurate with the investment style and objective for which they were hired.
Allowable investrments under the plan agreements include equity securities, fixed income securities, mutual funds, venture
capital funds, real estate and cash and equivalents. Investments prohibited under the plan agreements include commodities
and futures contracts, private placements, options, and the stock of direct competitors. No shares of our common stock
were held by our defined benefit pension plans as of December 31, 2006 and 2005.
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Our targeted asset investment allocation percentages, each of which is based on the midpoint of an allocation range,
along with the actual asset allocation percentages of each major category of our domestic and foreign pension plan assets
as of December 31, 2006 and 2005 are as follows:

Domestic Pension Plans

Mid-point of
Actual Allocations Allocation Range
2006 2005 2006 2005

Equity SBCUNtiEs ... ... e 70% 74% 70% 70%
Dbt SR OIS . . .. o e e e e 17% 23% 27% 27%
Real @8t . . .. o e e e e e —% —% 1% 1%
OIREr Y e e 13% 3% 2% 2%

1o 7= | O I 100% 100% 100% 100%

™ The increased allocation to Other in 2006 was driven by a process to re-allocate cur asset mix. This process was
ongoing at December 31, 2006 and is expected to be completed in 2007.

Foreign Pension Plans

Mid-point of
Actual Allocations  Allocation Range_
2006 2005 2006 2005

Equity SECUTIHES ... .. . e e e 47% 53% 51% 57%
DEbt SECUTIIES. . .. vttt ettt et e e e e e e e 48% 32% 47% 40%
Real estate . . ... e e —% —% —% —%
O RE. . . o e e e e _ 5% 15% 2% 3%

1 - 1 OO 100% 100% 100% 100%

Employer Contributions — We currently fund U.S. pension plans in amounts equal to the minimum funding
requirements of the Employee Retirement Income Security Act of 1974, plus additional amounts that may be approved from
time to time. We did not make any contributions to cur primary domestic pension plans in 2006. In 2007, we do not expect to
make any significant contributions to our primary domestic pension plans,

Many of our foreign plan obligations are unfunded in accordance with focal laws. These plans have no assets and
instead are funded by us on a pay as you go basis in the form of direct benefit payments. In our foreign plans that are
funded, we made contributions of $13.7 in 2006. We expect to make $16.6 of contributions in 2007 to our fareign pension
plans.

Estimated Future Benefit Payments — Following is a summary, as of December 31, 2006, of the estimated future benefit
payments for our pension plans in each of the next five fiscal years and in the aggregate for five fiscat years thereatter.
Benefit payments are paid from plan assets or directly by us for our non-funded plans. The expected benefit payments are
estimated based on the same assumptions used at December 31, 2006 to measure our obligations and include benefits
attributable to estimated future employee service.

Estimated benefit payments:
{Domestic and foreign pension plans)

Domestic Foreign
Pension Pension
Benefits Benefits

T 7 $ 75.7 $ 9.1
P11 T 106.5 95
2008 L e e e e e e 72.0 99
b~ T 77.3 10.3
2. 1 e 78.6 10.8
SUDSEOUENT IV YBAIS .. ... ittt e 415.3 61.7
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Obligations and Funded Status — The funded status of our pension plans is dependent upon many factors, including
returns on invested assets and the level of market interest rates. The combined funded status of our pension plans as of
December 31, 2006 has improved since December 31, 2005 as a result of improved returns on our plan assets, primarily in
the U.S. financial markets. Our non-funded pension plans account for $119.8 of the current underfunded status, as these
plans are not required to be funded. The underfunded status of our primary domestic pension plans did not require us to
make cash contributions in 2006. The following tables show the domestic and foreign pension plans’ funded status and

amounts recognized in our consolidated balance sheets:

Change in projected benefit obligation:
Projected benefit obligation — beginning ofyear. ........................
SBIVICE COSt . . i e
] =T = oo L
Employee contributions . .. ... ... .. e e e
Actuarial {gain) 0SS, . ... i e
Curtailment/ Settlement gain . ... ...
Benefitspaid . ......... . ..
ACQUISIHIONS . .. o e
Foreignexchangeand other . ........ ... ... ..o iiiiiiiiianeen ...
Projected benefit obligation —endofyear . .............................

Change in plan assets:
Fair value of plan assets — beginningofyear. . ..........................
Return ONn Plan ASSetS . . ... v it
Benefits paid . ..... ...
Contributions (employer and employee) ................... e
Sefflementgain .......... .. e
ACQUISIHIONS . . . e
Foreignexchangeandother ....... ... ... ... . ... ... ... e
Fairvalueofplanassets —endofyear.............................. ...

Fundedstatusatyear-end.... ... ... ... . . il
Unamortized priorservice cost . ......... .. il
Unrecognized net actuanial loss . ...,

Net amounts recognized inthe balancesheet .............................

Amounts recognized in the balance sheet consist of:

Otherassels. . ... ...
ACCTUB BX PN S. . . o it i e e
Other long-term liabilities . ... ... ... ... ... .. .. .
Accumulated other comprehensive income (pretax}. .....................
Netamountrecognized .. ... .. ... ittt e s

Amounts recognized in accumulated other comprehensive income {pre-tax)
consist of:
Net actuanial 1SS . . ... e
Netpriorservice cost (credit). ... ... ... .. . . .
Minimum pension liability adjustment. ......... ... .. ... oL,
Total accumulated comprehensive income (pre-tax) . .....................

© Not applicable due to adoption of SFAS No. 158 at December 31, 2006.
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Domestic Pension

Foreign Pension

Plans Plans
2006 2005 2006 2005
$1,1885 $1,111.6 $2486 $2356
9.3 9.4 22 2.0
64.6 65.8 125 11.9
— — 0.2 0.2
(25.8) 77.9 (9.9) 33.7
{1.7) (1.1) (2.8) (9.0)
(79.9) {105.1) (8.8) (7.9)
— - — 25
(2.1) —_ 30.0 (20.9)
$1,122.9 $1,1585 §2722 $2486
$ 9408 $ 987.3 $169.0 $141.3
122.6 53.4 12.0 23.0
{75.4) {(99.9) (7.6) (6.9)
— — 13.9 1.7
— — 2.7 —
— — — 2.1
— — 21.4 (12.2)
$ 9880 $ 940.8 $206.0 $169.0
$ (1349 $ (217.7) $(66.2) $(79.6)
* (2.8) * {1.1)
* 493.2 * 52.9
$ (134.9) $ 2727 $(66.2) $(27.8)
3 — 8 41 $ — 3 —
{4.6) — (1.3) —
(130.3) (185.3) (64.9) (75.4)
* 4539 * 47.6
$ (134.9) $ 2727 $(66.2) $(27.8)
$ 3874 * $ 469 *
(4.9) * (1.1) *
* § 4539 * $ 476
$ 3825 $ 4539 §$ 458 $ 478




Notes to Consolidated Financial Statements
December 31, 2006
(All dollar and share amounts in millions, except per share and per LYON data)

The following is information about our pension plans that have accumulated benefit obligations in excess of the fair
value of their plan assets at December 31, 2006 and 2005:

Domestic Pension Foreign Pension
Plans Plang
2006 2005 2006 2005
Projected benefitobligation. ... ... $321.0 $1,1585 $271.4 $2486
Accurmulated benefitobligation. .. ... .. ... o 318.8 1,126.2 266.8 244.4
Fairvalue of plan assets... .. ... it i e 206.4 940.8 205.2 169.0

The accumulated benefit obligation for all domestic and foreign plans was $1,098.0 and $267.6, respectively, at
December 31, 2006 and $1,126.2 and $244.4, respectively, at December 31, 2005.

Components of Net Periodic Pension Benefit Expense — Net periodic pension benefit expense for our domestic and
foreign pension plans included the following components:

Domestic Pension Plans

Year Ended December 31,
2006 2005 2004

L o= o 1 (O $ 93 § 98 $145
[ (=121 oo L1 (U 64.6 65.4 66.7
Expected return on plan assels. . ... ... .. e (80.2) (86.0) (92.3)
Amortization of unrecognized I08SES .. . ... . i e 36.1 255 14.4
Amortization of unrecognized prior SeViCE COSL. . ... .. ... . e (0.4) (0.3) (0.5)
Curtailment/ Settlement loss (Qain). . . ... ... e e 0.2 (1.7) 241

Total net periodic pension benefitexpense. ........ ... i i i 29.6 12.7 4.9
Less: Net periodic pension benefit (expense) income of discontinued operations. . ........... (0.8) 0.4 {2.6)
Net periodic pension benefit expense of continuing operations. . .......................... $288 $131 § 23

Foreign Pension Plans

Year Ended December 31,
2006 2005 2004

LS Y17 = v o 11 S $ 22 §$ 23 § 49
L T =1= A 1 S 125 12.4 14.5
Expected return onplan assets. .. ... .. i e (148) (11.5) (11.5)
Amortization of Unrecognized I0SSES . .. ... i e 2.5 2.0 22
Amortization of unrecognized prior ServiCe Cost. ... ... oo 0.1) (0.1) —
Curtailment! Settlement 0SS . . ... ...t it e e s 1.0 3.4 0.9
Total net periodic pension benefitexpense. . ......... .o i i 3.5 8.5 11.0
Less: Net periodic pension benefit expense of discontinued operations. . ................... (1.0) (4.5) (3.9}
Net periodic pension benefit expense of continuing operations.................... ... ... .. $ 25 % 40 § 741

The estimated amounts that will be amortized from accumulated cther comprehensive income into net periodic benefit
expense in 2007 are as follows:

Domestic plans  Foreign plans

[NV T = o (T 1 =T T $33.2 $1.7
Net prior service credit . .. ... ..o e e (0.5) 0.1
$32.7 $1.6
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Assumptions — Actuarial assumptions used in accounting for our domestic and foreign pension plans are as follows:

Year Ended
December 31,
2006 2005 2004

Domestic Pension Plans
Weighted average actuarial assumptions used in determining net periodic pension expense:

D S COUNE Tt . .. o 5.75% 6.00% 6.25%

Rate of increase in compensation levels ... ... ... ... .. . . . e 4.25% 4.25% 4.20%

Expected long-termrate of return onassets . ............... .. 8.50% 8.50% 8.50%
Weighted average actuarial assumptions used in determining year-end benefit obligations:

DS COUNt T . . . .. o 6.00% 5.75% 6.00%

Rate of increase in compensation levels ......... ... ... . i 4.25% 4.25% 4.25%

Foreign Pension Plans
Weighted average actuarial assumptions used in determining net periodic pension expense:

DSCOUNt Tl . ... o 4.74% 5.56% 5.75%

Rate of increase in compensationlevels ......... ... ... . i 3.69% 3.77% 3.50%

Expected long-termrate of returnonassets .......... ... e 6.84% 8.00% 8.50%
Weighted average actuarial assumptions used in determining year-end benefit obligations:

DS COUN alE . .. o e 4.94% 4.74% 5.56%

Rate of increase in compensationlevels . ....... .. ... . . i e 3.86% 3.77% 3.77%

It is our policy to review the pension assumptions annually. Pension income or expense is determined using
assumptions as of the beginning of the year, while the funded status is determined using assumptions as of the end of the
year. The assumptions are determined by management and established at the respective balance sheet date using the
following principles: (i) The expected long-term rate of return on plan assets is established based upon historical actuat
asset returns and the expectations of asset returns over the expected period to fund participant benefits based on the
current investment mix of our plans; (i) The discount rate s set based on the yield of high quality fixed income investments
expected 10 be available in the future when cash flows are paid (high quality fixed income investments are commonly
defined as fixed income investments with at least a Moody’s Aa credit rating); and (i) The rate of increase in compensation
levels is established based on management’s expectations of current and foreseeable future increases in compensation. tn
addition, management also considers advice from independent actuaries.

Postretirement Benefit Plans

Employer Contributions And Future Benefit Payments — Our postretirement medical plans are non-funded and have no
plan assets, but are instead funded by us on a pay as you go basis in the form of direct benefit payments. In 2006, we made
benefit payments of $20.5 (net of federal subsidies of $1.4) to our postretirement benefit plans. Following is a summary, as
of December 31, 20086, of the estimated future benefit payments and expected federal subsidies for our postretirement plans
in each of the next five fiscal years and in the aggregate for five fiscal years thereafter. The expected benefit payments and
federal subsidies are estimated based on the same assumptions used at December 31, 2006 to measure our obligations
and include benefits attributable to estimated future employee service.

Postretirement  Postretirement

Payments Subsidies
2007 L e e e $21.0 $ 21
200 . e e e e e 20.8 2.1
2008 . e e 20.6 2.2
2000 L e 20.2 2.2
P4 0 19.8 22
SUDSEUENT Ve YEAIS . . e 86.8 103
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Obligations and Funded Status — The following tables show the postretirement plans’ funded status and amounts
recognized in our consolidated balance sheets:

Postretirement
Benefits
2006 2005

Change in projected benefit obligation:

Projected benefit obligation — beginningofyear. ........... ... o oo $ 1848 $ 1813

B BIVICE COSE . . . oot e e e e e s 0.2 0.1

[ =14 =2 R o« 1 S S O USRS 10.2 . 104

ACIUANA 0B . .. o ot e e e e e e e e 5.1 15.1

Benefits Paid .. o . e e e e e e {20.5) {22.1)

Projected benefit obligation —endofyear ....... ... ... $179.8 § 184.8
Funded status at year-end . . . .. ..ottt e $(179.8) $(184.8)

Unamortized prior SErVICE COSE . .. .. ... ..ottt e * {10.2)

Unrecognized net actuanial 10SS ... ... . i i e * 63.3
Net amounts recognized inthe balancesheet . ........... ... .. .. . il $(179.8) $(131.7)
Amounts recognized in the balance sheet consist of:

ACCIUBO BXPENSES. . .o vt vttt ettt e e e et e e $ (189 $ —

Other long-term liabilities . . ... ... .. e e (160.9) (131.9)

Net amount rBCOGMIZET . ... .t e e e $(178.8) $(131.7)
Amounts recognized in accumulated other comprehensive income (pre-tax) consist of:

Nt ACtUAMAl 085 . . .. oot i ettt e e e e e e $ 639

Net prior service cost (credit). . .. .. {8.9)

Total accumulated comprehensive income (pre-tax) .. ...t i i e $ 55.0 *
™  Not applicable due to adoption of SFAS No. 158 at December 31, 2008.

The net periodic postretirement benefit expense included the following components:
Year Ended

December 31,
2006 2005 2004

TS o - 011 A O PO $02 $01 & —
T =11 A oL 10.2 10.4 111

Amortization of unrecognized l0Ss . .. ... .. . i e 4.5 3.2 2.8
Amortization of unrecognized prior service Cost. ... ... . e {1.9) (1.3) (1.3)
Net periodic postretirement eXpense . ... ... .o i e e $13.6 $124 $128

The estimated amounts that will be amortized from accumulated other comprehensive income into net periodic benefit
expense in 2007 include net actuarial losses of $4.4 and prior service cost (credits) of $(1.3).
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Actuarial assumptions used in accounting for our domestic postretirement plans are as follows:

Year Ended
December 31,
2006 2005 2004

Assumed health care cost trend rates:

Heath care cost trend rate fornext year. . ... ... . i e e 10.0% 10.0% 10.0%

Rate to which the cost trend rate is assumed to decline (the ultimate trendrate).............. 50% 50% 50%

Year that the rate reaches the ultimatetrend rate ... ....... ... .. ... ... . ... i i, 2014 2013 2010
Discount rate used in determining net periodic postretirement benefitexpense ................ 5.75% 6.00% 6.25%
Discount rate used in determining net year-end postretirement benefit obligation. .. ............ 6.00% 5.75% 6.00%

The accumulated postretirement benefit obligation was determined using the terms and conditions of our various plans,
together with relevant actuarial assumptions and health care cost trend rates. It is our policy to review the postretirement
assumptions annually. The assumptions are determined by management and are established based on our prior experience
and management's expectation that future rates will decline. In addition, management also considers advice from
independent actuaries.

Assumed health care cost trend rates can have a significant effect on the amounts reported for the postretirement
benefit plans. A percentage point change in assumed health care cost trend rates would have the following effects:

1% Increase 1% Decrease
Effect on total of service andinterest Costs .. ...ttt i $ 06 $ (0.6)

Effect on postretirement benefit obligation ........... ... ... . . $11.8 $(10.7)

Defined Contribution Retirement Plans

We maintain a defined contribution retirement plan {the “Plan™) pursuant to Section 401(k) of the U.S. Interna! Revenue
Code. Under the Plan, eligible U.S. employees may voluntarily contribute up to 50% of their compensation into the Plan and
we match a portion of participating employees’ contributions. Our matching contributions are made in newly issued shares
of company common stock and are issued at the prevailing market price. The matching contributions vest with the
employee immediately upon the date of the match and there are no restrictions on the resale of common stock held by
employees.

Under the Plan, we contributed 0.326, 0.410 and 0.496 shares of our common stock to employee accounts in 2006,
2005 and 2004, respectively. Compensation expense is recorded based upon the market value of shares as the shares are
contributed to employee accounts. We recorded $17.5 in 2006, $17.9 in 2005 and $21.3 in 2004 as compensation expense
related to the matching contribution,

Certain hourly and collectively bargained employees participate in other defined contribution retirement plans
maintained pursuant to Section 401(k) of the U.S. Internal Revenue Code. These plans do not match employees’
contributions in shares of company common stock, although company common stock is offered as an investment option
under these plans.
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{11) Income Taxes

Income (loss) before income taxes and the provision (benefit) for income taxes consisted of the following:

Year Ended December 31,
2006 2005 2004

Income (loss) befare income taxes:
Income (loss) from continuing operations:
UNItEA SHALES . . . v\ oot et e e e e $177.9 $238 $(98.9)
0 =TT o P 98.9 44.3 16.1

$276.8 $68.1 $(82.8)

Provision (benefit} for income taxes:

Current:
=Y 1= $ 480 $914 $ 44
OGN . e e e e e e {35) 194 26.5
BlAEE . - et e 64 (23 (21
Total CUITENE. L e e e 50.9 1085 28.8
Deferred and other:
Fedearal . .. o e e e (191} (31.2) (48.9)
o= To 2 YR 37.0 (11} (9.0
L] L= (125} (9.3 3.8
Total deferred and OtRer. . ... .. . e 54 (41.8) (53.8)
Total provision (Denefit) . . .. ... . .. .. e e $ 563 $66.9 $(24.8)

The reconciliation of income tax computed at the U.S. federal statutory tax rate to our effective income tax rate is as
follows:
Year Ended

December 31,
2006 2005 2004

Tax at U.S. federal statutory rate . .. .. ... e 35.0% 35.0% (35.0)%
State and local taxes, netof U.S. federalbenefit. .. . ... ... .. . . (1.4) (10.9) 0.1
U.S. credits and exXemptions ... ... .. e (23) (68) (55)
Taxes on foreign SOUICE INCOMEB . . .. ...\ttt ettt a e et et e s (4.3) 8.8 (4.6)
Impairment of goodwill and otherintangibles . ....... ... ... o — 128 631
Repatriation . ... . e e e (0.7) 685 0.6
Audit settlements with taxing authorities .. ... ... . . i e (15.5) (22.2) (58.00
Adjustments to tax contingencies, Net . .. ... . ... e 7.2 45 16.0
Non-deductible Compensation . . ... . .. o i i e e e e 0.6 8.3 (2.4)
14T 1.7 0.2 4.3)

20.3% 98.2% (30.0)%
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Significant components of our deferred tax assets and liabilities are as follows:

As of December 31,

2006 2005
Deferred tax assets:

Working capital acoruals ... ... .. e $ 405 $ 393
Legal, environmental and self-insurance accruals .. ....... ... ... 65.7 88.2
RSt CIUNING . . e 48 7.2
Pension, other postretirement and postemploymentbenefits. . .....................ccovvien... 127.0 156.7
NOL and credit carryforwards . ... ... 175.1 88.2
Payroll and COmMpPensation . .. ... ... e e 30.6 33.9
ONEr. e 10.6 26.6

Total deferred tax @sSels .. ... ... i 4541 4401
Valuation aloWante ... ... . (149.9) {87.8)

Net deferred taxX A88eS. . . 304.2 352.3

Deferred tax liabilities:

LYONs interest deductions. . ... ... ..o i — 98.1
Accelerated depreciation . ... ... . e 26.5 36.7
PensION Credits . .. — 89
Basis differencein affliates .. ... . e 13.8 13.1
Intangibles recorded in acquUisIioNS . . .. ... .. .. 156.6 165.5
L 72.0 88.7

Total deferred tax Babilities. ... ... oo e e 268.9 411.0

$ 353 §{58.7)

General Matters

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for income tax purposes. We periodically assess the
realizability of deferred tax assets and the adequacy of deferred tax liabilities, including the results of local, state, federal or
foreign statutory tax audits and estimates and judgments used.

We have available net operating loss deductions and tax credit carryforwards totaling approximately $1,060.0 at
December 31, 2006. Approximately $576.4 of these carryforwards are for numerous state jurisdictions and approximately
$330.7 are for various foreign jurisdictions, while the remainder represent Federal tax credits. Of these amounts,
approximately $21.3 expire in 2007 and $744.9 expire at various times between 2008 and 2026. The remaining carryforwards
have no expiration date.

Realization of deferred tax assets associated with the net operating loss and credit carryforwards is dependent upon
generating sufficient taxable income prior to their expiration by tax jurisdiction. We believe that it is more likely than not that
certain of these net operating loss and credit carryforwards will expire unused and, accordingly, have established a valuation
aliowance against them. Although realization is not assured for the remaining deferred tax assets, we believe it is more likely
than not that the deferred tax assets will be realized through future taxable earnings or alternative tax strategies. However,
deferred tax assets could be reduced in the near term if our estimates of taxable income during the carryforward period are
significantly reduced or alternative tax strategies are no longer viable. The valuation allowance increased by $62.1 in 2006
and $8.2 in 2005.

The amount of income tax that we pay annually is dependent on various factors, including the timing of certain
deductions. These deductions can vary from year to year, and, consequently, the amount of income taxes paid in future
years may be greater than amounts paid in past years.
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Undistributed International Earnings

During 2006, we completed our plan to repatriate earnings of certain foreign subsidiaries and recognized an income tax
benefit of $2.0.

During 2005, we repatriated $500.0 of foreign earnings under the terms of the American Jobs Creation Act of 2004, or
“AJCA” (see below for further details). We also repatriated additional foreign earnings and capital of $65.0 during 2005. In
addition, we concluded, during the fourth quarter of 2005, that we would repatriate approximately $154.0 of foreign earnings
and capital in 2006. For the year ended December 31, 2005, we provided $44.5 of income taxes relating to foreign earnings
we repatriated or planned to repatriate.

During December 2004, we repatriated capital and taxable earnings of certain foreign subsidiaries of $192.5, with the
taxable earnings totaling $58.4. We provided taxes on these earnings of approximately $20.4 in the fourth quarter of 2004. In
addition, we concluded, during the fourth quarter of 2004, that we would repatriate in 2005 approximately $500.0 of foreign
earnings under the terms of the AJCA and provided the estimated income taxes {approximately $38.0) associated with this
repatriation during the fourth guarter of 2004. Prior to 2004, approximately $58.0 of deferrad income taxes had been
provided for undistributed earnings of certain foreign subsidiaries at tax rates that were higher than those that exist under the
AJCA terms. Accordingly, we recorded a net benefit of $20.0 in 2004 for the difference between the taxes required for the
undistributed earnings under the terms of the AJCA ($38.0) and that which was required prior to the enactment of the AJCA
($58.0}.

Any remaining foreign earnings are considered indefinitely reinvested. Accordingly, we have made no provision for U.S.
federal and state income taxes or foreign withholding taxes for these remaining foreign earnings. If these earnings were
distributed, we would be subject to U.S. income taxes (subject to a reduction for foreign tax credits) and withholding taxes
payable to the various foreign countries.

Tax Contingencies

We perform reviews of our income tax positions on a continuous basis and accrue for potential contingencies when we
believe a liability is probable and can be reasonably estimated. Accruals for these contingencies are recorded in “income
taxes payable” and “deferred and other income taxes” in the accompanying consolidated balance sheets based on the
expectation as to the timing of when the contingency will be resolved. As events change and resolution occurs, these
accruals are adjusted, such as in the case of audit settlements with taxing authorities. Management believes any potential
liabilities in excess of amounts not recorded are not material,

During 2006, we reduced our income tax provision by $43.0 and goodwill by $4.7 relating to the closure of certain
matters with both domestic and international taxing authorities. In addition, taxes associated with discontinued operations
were reduced by $2.9 in 2006.

During 2005, we reduced our income tax provision by $15.1 and goodwiil by $41.0 relating to the closure of certain
matters with both domestic and international taxing authcrities. In addition, taxes associated with discontinued operations
were reduced by $1.6 in 2005.

In 1997, we, as part of a risk management initiative to effectively manage and reduce costs associated with certain
liabilities, contributed assets and self-insurance liabilities associated with existing retiree medical, workers compensation,
and key manager life insurance programs to a fully consolidated risk management company (“RMC"} in exchange for stock
representing a minority interest in the RMC. Subsequently, we sold the minority interest in the RMC to a third-party investor
at fair market value, which resulted in a capital loss of $73.7 for tax purposes, calculated as the excess of the tax basis of the
stock over the cash proceeds received on the sale of the stock. In 1998 and 1999, we entered into similar transactions
designed to manage and reduce costs associated with certain healthcare and environmental liabilities. Those transactions
resulted in tax losses of $84.8 and $40.9, respectively. In 2001, the IRS indicated that it intended to challenge the tax
treatment of these types of transactions.

In 2004, the IRS issued a notice of proposed adjustment disallowing the capital loss claimed as a deduction on our
1997 tax return. We protested the disallowance to the Appeals Office of the IRS in June 2004. If the IRS ultimately prevails in
its positions, our income tax due for 1997 would increase by $25.8, plus net interest to date of $14.1. The IRS has proposed
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penalties with respect to the 1997 transaction of $10.3. Because of several meritorious defenses, we believe the successful
assertion of penalties would be unlikely in the event of litigation.

In July 2008, the IRS issued an examination report covering our 1998 to 2002 income tax returns. As expected, the IRS
disallowed the tax losses associated with the 1998 and 1999 transactions noted above. We disagree with the disallowance
and filed a protest with the Appeals Office of the IRS. If the IRS ultimately prevails in its position with respect to the tax
losses, our income tax due for 1998 and 1999 would increase by $45.8, plus net interest to date of approximately $17.8.
Thus far, the IRS has not proposed penalties with regard to the 1998 and 1999 transactions.

Also in 2004, the IRS issued a notice of proposed adjustment with respect to the sale of Sealed Power Europe in 1997.
Specifically, the IRS is proposing to require recapture of certain foreign losses claimed as deductions on tax returns prior to
1997. If the IRS ultimately prevails in its position, the income tax due for 1997 would increase by approximately $6.9, plus net
interest to date of approximately $3.8. We also protested this proposed adjustment to the Appeals Office of the IRS in
June 2004.

If we are unable to resolve these matters with the Appeals Office of the IRS, we would expect to receive a notice of tax
deficiency from the IRS. Upon receiving the notice, we would have the following options:

1. File a petition for redetermination in Tax Court within 90 days. In this case, payments would not be required until
the Tax Court renders its decision.

2.  Wait to receive a statement of amount due from the IRS and pay the amount due.

Pay the amount due as outlined in option 2 above, except, after paying the amount due, take appropriate steps to
institute a suit in Federal District Court or the Federal Claims Court for a refund of the amounts paid.

We believe that our positions are well supported and disagree with the proposed adjustments. If we are unable to
resolve these matters with the Appeals Office of the IRS, we will make a decision as to which of the above three options we
will pursue. In any event, we intend to aggressively contest these matters through applicable IRS and judicial procedures, as
appropriate.

Although we have not agreed to the assessment for the matters with the Appeals Office of the IRS, we nonetheless
made an advance payment of the taxes and interest equal to the amount that would be due if SPX were to agree with certain
adjustments. The amount likely to be due to the IRS if the matters were 1o be settled in the Appeals Office of the IRS is
approximately $104.1. We made an advance payment of $66.6 to the IRS in December 2006 and an additional payment of
$37.5 in January 2007. Although the final resolution of the proposed adjustments is uncertain and involves unsettled areas
of the law, based on currently available information, we have provided for our estimate of the probable liability associated
with these matters. While the resolution of these issues may result in tax liabilities that differ from the accruals established for
the matters, we currently believe that the resolution will not have a material adverse effect on our financial position or
liquidity.

An unfavorable resolution could have a material adverse effect on our results of operations or cash flows in the quarter
and year in which an adjustment is recorded or the tax is due or paid. As we are not in the final stages of the appeals
process for any of the above matters, the timing of the ultimate resolution and any payments that may be required for the
above matters cannot be determined at this time.

Upon the conclusion of our disposition activities discussed in Note 4 to these consolidated financial statements, we
may recognize an additional income tax provision or benefit.

As a result of the IRS examination report covering our 1998 to 2002 income tax returns, we have considered the
uncertainties now resolved {(other than the matters of protest discussed above) and reduced our income tax liabilities during
2006 by $42.3. Qur effective tax rate for 2006 of 20.3% includes an income tax benefit of $34.7 associated with these
matters. The remainder of the $42.3 was recognized as an incomne tax benefit within discontinued operations ($2.9) and as a
reduction of goodwill ($4.7}.
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Indebtedness
The following summarizes our debt activity (both current and non-current) for the year ended December 31, 2006.

December 31, December 31,
2005 Borrowings Repayments Other®? 2006
LYONS!™ e $658.6 $ — $(660.3) $ 17 $ —
7.50% SENIOFrNOES .. . ... i e 28.2 — — — 28.2
6.25% $eNiornNotesS .. .. ... e 21.3 — — — 21.3
Global revolving loan facility™ . . .................. — 83.2 — (0.4) 82.8
Delayed drawterm loan™. .. ..................... — 750.0 {15.0) — 735.0
Other indebtedness™ . .. ....... ... ... ... ..., 73.5 200.5 {205.0) 28.3 97.3
Total Debt. . ... .o e 781.6 $1,033.7 $(880.3) $29.6 964.6
Less:shorttermdebt . ....... ... ..o ol 64.9 168.7
Less: current maturities of long-termdebt.......... 26 42.3
Totallong-termDebt . ............. ... .. .. $714.1 $753.6

{1

@

3

4

The LYONs were net of unamortized discount of $336.1 at December 31, 2005. The remaining LYONs had a put option
date within twelve months of December 31, 2005 (February 2006). In accordance with SFAS No. 78, “Classification of
Obligations That are Callable by the Creditor,” obligations that are by their terms due upon demand within one year of
the balance sheet date are to be considered short-term obligations, uniess the obligor has the ability and intent to
refinance. In February 20086, all but $0.2 of the remaining LYONs were put to us and settled in cash for $660.2, their
accreted value on such date, with amounts borrowed under the delayed draw term loan of our senior credit facilities.
Since the LYONSs were refinanced with amounts under our senior credit facilities, we classified the outstanding balance
for the LYONSs as long-term debt as of December 31, 2005. In June 2006, we repurchased the remaining LYONs.

A portion of the cash purchase price ($83.2) associated with our acquisition of Custos (see Note 4) was financed with
amounts under the global revolving loan facility of our senior credit facilities.

During the year ended December 31, 2006, we had gross borrowings and repayments of $199.0 under our trade
receivables financing agreement (see below for further details). The maximum outstanding balance under this financing
agreement during the year ended December 31, 2006 was $80.0, of which $1.0 remained outstanding as of
December 31, 2006 (consistent with the amount outstanding under this agreement at December 31, 2005).

Other indebtedness includes debt assumed in connection with the Custos acquisition (see Note 4).

“Other” includes interest accretion on the LYONs, debt assumed, and foreign currency translation on any debt
instruments denominated in currencies other than the U.S. doilar,

Credit Facilities

On November 18, 2005, we entered into senior credit facilities with a syndicate of lenders that replaced our then existing

credit facilities, which were simultaneously terminated. The senior credit facilities provide for committed senior secured
financing of approximately $1,625.0, consisting of the following:

+ a delayed draw term loan facility in an aggregate principal amount of $750.0 with final maturity in November 2010;
« a domestic revolving loan facility in an aggregate principal amount of $350.0 with final maturity in November 2010;
« a global revolving loan facility in an aggregate principal amount of $100.0 with final maturity in Noverber 2010; and

« a foreign trade facility in an aggregate principal amount of up to the U.S. dollar equivalent, at issuance, of $425.0 with
final maturity in November 2010, subject to two possible extensions of the final maturity date of two years each, at our
option. As of December 31, 2006, the U.S. dollar equivalent of available issuance capacity under the foreign trade
facility, exclusive of any outstanding letters of credit, was $475.0.
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We have the ability to add additional commitments under the foreign trade facility in an aggregate principal amount of
up to the U.S. dollar equivalent of $25.0, without the need for consent from the existing lenders. In addition, we may also
seek additional commitments from new or current lenders for incremental term foan facilities or increases in commitments in
respect of the other facilities not exceeding an aggregate principal amount of $250.0, without the need for consent from the
existing lenders,

We currently utilize the revolving facilities for the issuance of letters of credit and certain of our foreign subsidiaries
utilize (and others may utilize) the foreign trade facility for the issuance of foreign credit instruments. The revolving credit
facility may be used from time to time for working capital and general corporate purposes, including domestic letters of
credit of up to $275.0, by our subsidiaries and us. The foreign trade facility may be used by our foreign subsidiaries to obtain
bank guarantees, stand-by letters of credit and similar foreign trade instruments in connection with their business
operations.

The interest rates applicable to loans under our senior credit facilities will be, at our option, equal to either an alternate
base rate ("ABR” or prime) or an adjusted Eurodollar bank deposit rate plus, in each case, an applicable margin percentage,
which varies based on our Consolidated Leverage Ratio (generally defined as the ratio of consolidated total debt (net of
cash equivalents in excess of $50.0) at the date of determination to consolidated adjusted earnings before interest, taxes,
depreciation, and amortization (“EBITDA") for the four fiscal quarters ended on such date). We may elect interest periods of
one, two, three or six manths for Eurodollar borrowings. The interest rate margins applicable to base rate and Euro dollar
loans are as follows:

Margin for Eurocurrency Margin for

Loans and Foreign Credit ABR
Consolidated Leverage Ratio Instruments Loans
Greaterthan orequalto 3.0010 1.0 .. ... it e 1.500% 0.500%
Between 2.00t01.0and 3.00t01.0. ... ... it 1.250% 0.250%
Between 1.50t01.0and 20010 1.0 . . .. ... .. 1.000% 0.000%
Between 1.00t01.0and 1.50t0 1.0 . . ... ...t e 0.875% 0.000%
Lessthan 1.00 10 1.0, . ... . o 0.750% 0.000%

The term {oan is repayable in quarterly installments with each such payment being equal to a percentage of the
aggregate principal amount of the initial term loans borrowed by us, as follows: (i) 2006 (starting in the second quarter of
2006) — approximately 0.67% per quarter; (i) 2007 — 1.25% per quarter; (iii} 2008 — 2.5% per quarter; (iv) 2009 — 3.75%
per quarter; and (v) 2010 — 17.0% per quarter.

Our senior credit facilities require mandatory prepayments in amounts equal to the net proceeds from the sale or other
disposition (including from any casualty to, or an governmental taking) of property (other than in the ordinary course of
business and subject to other exceptions) by us or our subsidiary guarantors in excess of $10.0. Mandatory prepayments
will be applied first to prepay the term loan and then to reduce permanently the term loan commitments. No prepayment or
commitment reduction is required to the extent the net proceeds are reinvested in permitted acquisitions, permitted
investments or assets to be used in our business within 360 days of the receipt of such proceeds.

Indebtedness under our senior credit facilities is guaranteed by each of our material domestic subsidiaries, each of our
material first-tier foreign subsidiaries, to the extent no material adverse tax consequence would result and to the extent
permitted under local law, and us with respect to the obligations of our subsidiaries under the foreign trade facility. In
addition, indebtedness under our senior credit facilities is secured by a first priority pledge and security interest in 100% of
the capital stock of our domestic subsidiary guarantors and 66% of the capital stock of our material first tier foreign
subsidiaries. If the outstanding indebtedness under the senior credit facilities is rated “Ba2” or less by Moody’s and “B8” or
less by S&P, then we and our domestic subsidiary guarantors are required to grant security interests, mortgages and other
liens on substantially all of our property.

Our senior credit facilities require that we maintain a Consolidated Interest Coverage Ratio (generally defined as the
ratio of consolidated adjusted EBITDA for the four fiscal quarters ended on such date to consclidated interest expense for
such period) as of the last day of any fiscal quarter of at least 3.50 to 1.00, and a Consolidated Leverage Ratio (net of cash
equivalents in excess of $50.0) as of the last day of any fiscal quarter of no more than 3.25 to 1.00. Our senior credit facilities

78




Notes to Consolidated Financial Statements
December 31, 2006
(All dollar and share amounts in millions, except per share and per LYON data)

also contain covenants that restrict our ability to incur additional indebtedness, grant liens, make investments, loans,
guarantees or advances, make restricted junior payments, including dividends, redemptions of capital stock and voluntary
prepayments or repurchases of certain other indebtedness, engage in mergers, acquisitions or sales of assets, enter into
sale and leaseback transactions or engage in certain transactions with affiliates and otherwise restrict certain corporate
activities. We do not expect these covenants to restrict our liquidity, financial condition or access to capital resources in the
foreseeable future. Lastly, our senior credit facilities contain customary representations, warranties, affirmative covenants,
and events of default.

We are permitted under our senior credit facilities to repurchase our capital stock and pay cash dividends in an
unlimited amount if, our gross Consolidated Leverage Ratio is less than 2.50 to 1.00. If our gross Consolidated Leverage
Ratio is greater than or equal to 2.50 to 1.00, the aggregate amount of such repurchases and dividend declarations cannot
exceed (A) $75.0 in any fiscal year plus (B} an additional amount for all such repurchases and dividend declarations made
after November 18, 2005 equal to the sum of (i) $250.0 and (i) a positive amount equal to 50% of cumulative consolidated
net income during the period from October 1, 2004 to the end of the most recent fiscal quarter for which financial information
is available preceding the date of such repurchase or dividend declaration (or, in case such consolidated net income is a
deficit, minus 100% of such deficit).

At December 31, 2006, we were in compliance with all covenant provisions of our senior credit facitities, and did not
have any restrictions on our ability to repurchase shares or pay dividends.

During 2005, in connection with the repayment of $1,073.4 on the term loans of our then-existing senior credit facilities,
we recorded charges of $29.6 associated with the write-off of deferred financing costs and the termination of the remaining
interest rate protection agreements related to the term loans, with $28.2 recorded to “loss on early extinguishment of debt”
and the remainder to “Income{loss) from discontinued operations.”

Senior Notes

In June 2003, we issued $300.0 of non-callable 6.25% senior notes that mature on June 15, 2011. The interest payment
dates for these notes are June 15 and December 15 of each year, which commenced on December 15, 2003. In
December 2002, we issued $500.0 of callable 7.5% senior notes that mature on January 1, 2013. The interest payment dates
for these notes are Jarnuary 1 and July 1 of each year, which commenced on July 1, 2003. Both of these note issuances are
unsecured and rank equally with all of our existing and future unsecured senior indebtedness, but are effectively junior to
our new senior credit facilities.

During the first quarter of 2005, we completed cash tender offers for $668.2, or 93%, of the then outstanding principal
amount of our 7.50% and 6.25% senior notes. The amount of the notes tendered exceeded the requisite consent thresholds
for removing substantially all of the restrictive covenants and certain of the default provisions contained in the indenture
governing the senior notes. Additionally, during the second and third quarter of 2005, we redeemed $3.4 of the senior notes.
In connection with these redemptions, we recorded charges of $85.4 to “loss on early extinguishment of debt” associated
with premiums and fees paid to redeem the notes and the write-off of deferred financing costs related to the notes.

Liquid Yield Option Notes

On February 6, 2001, we issued Liquid Yield Option (TM) Notes (“February LYONSs”) at an original price of $579.12 per
$1,000 principal amount at maturity, which represented an aggregate initial issue price including the over allotment
exercised by the origina! purchaser of $576.1 and an aggregate principal amount of $994.8 due at maturity on February 6,
2021. On May 9, 2001, we issued Liquid Yield Option (TM} Notes (“May LYONs") at an original price of $579.12 per $1,000
principal amount at maturity, which represented an aggregate initial issue price including the over allotment exercised by the
original purchaser of $240.3 and an aggregate principal amount of $415.0 due at maturity on May 9, 2021. On May 9, 2005,
the most recent eligible date of redemption for the related holders, all the remaining outstanding May LYONs were put to us
and settled in cash for $17.9, their accreted value on such date. As previously noted, we redeemed the remaining LYONS,
with a total accreted value of $660.3, in 2006 and financed the redemption and the related tax recapture with amounts
borrowed against our $750.0 delayed draw term loan under our senior credit facilities.
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Other Borrowings

Certain of our businesses participate in extended accounts payable programs through agreements with certain lending
institutions. Under the arrangements, the businesses are provided extended payment terms. As of December 31, 2006 and
2005, the participating businesses had $14.2 and $15.7, respectively, outstanding under these arrangements. Additionally,
certain of our businesses purchase goods and services under a purchasing card program allowing payment beyond their
normal payment terms, As of December 31, 2006 and 2005, the participating businesses had $46.5 and $48.2, respectively,
outstanding under this arrangement. As these arrangements extend the payment of our businesses’ payables beyond their
normal payment terms through third-party lending institutions, we have classified these amounts as short-term debt.

Other Financing Activities

We are party to a trade receivables financing agreement, whereby we can borrow, on a continuous basis, up to $130.0.
Availability of funds may fluctuate over time given changes in eligible receivable balances, but will not exceed the $130.0
program limit. The facility contains representations, warranties, covenants, and indemnities customary for facilities of this
type. The facility does not contain any covenants that we view as materially constraining to the activities of our business. We
had $1.0 outstanding under this financing agreement at both December 31, 2006 and 2005.

{(13) Financial Instruments

Interest Rate Swaps

In connection with the February 2006 refinancing of the LYONSs (see Note 12), we entered into interest rate protection
agreements {“swaps”) to hedge a significant portion of the potential impact of increases in interest rates on our variable rate
term loan facility. We are accounting for these swaps as cash flow hedges, and have outstanding instruments with maturities
through February 2010 that effectively convert $550.0 of our variable rate debt to fixed rates approximating 4.7% plus the
applicable margin (see Note 12). These are amortizing interest rate swap agreements; therefore the outstanding notional
value is scheduled to decline commensurate with the scheduled maturities of the term loan facility. As of December 31,
2006, the aggregated notional amounts of the interest rate swap agreements were $538.0 and the unrealized gain, net of
taxes recorded in accumulated other comprehensive loss was $2.6. In addition, we have recorded a long-term asset of $4.2
to recognize the fair value of these interest rate swaps.

As of December 31, 2004, we maintained swaps that effectively converted $1,100.0 of our then variable rate debt to
fixed rates. During January and March of 2005, we terminated all of these swaps for an aggregate cash payment of $13.3,
which represented the fair value of the swaps on their termination dates, and reclassified $15.8 from accumulated other
comprehensive income to “loss on early extinguishment of debt.”

Currency Forward Contracts

We rmanufacture and sell our products in a number of countries and, as a result, are exposed to movements in foreign
currency exchange rates. Our objective is to preserve the economic value of non-functional currency denominated cash
flows. Our principal currency exposures relate to the Euro, British Pound, and Chinese Yuan.

We have entered into foreign currency protection agreements (“FX forward contracts”) to manage the exposure on
forecasted transactions denominated in foreign currencies. The majority of the underlying transactions contain embedded
derivatives, as the currency of exchange is not “clearly and closely” related to the functional currency of either party to the
transaction. As a result of these embedded derivatives, these contracts do not qualify for hedge accounting treatment.
Accordingly, the changes in the fair value of these FX forward contracts and embedded derivatives are recorded in other
income (expense) in the period of change. The net impact of the changes in fair values of these derivatives was not material
to our consolidated financial statements during 2006, 2005, and 2004.

We had foreign currency forward contracts with an aggregate notional amount of $92.3 outstanding as of December 31,
2008, with scheduled maturities of $86.9, $4.8, $0.3 and $0.3 in 2007, 2008, 2009, and 2010, respectively. The fair values of
these contracts were $1.4 (recorded as a current asset) and $5.7 (recorded as a current liability) as of December 31, 2006
and 2005, respectively. The fair values of the associated embedded derivatives were $2.8 (recorded as a current liability) and
$5.9 (recorded as a current asset) as of December 31, 2006 and 2005, respectively.
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Other Derivative Instruments

From time to time we enter into forward contracts to manage the exposure on forecasted purchases of commodity raw
materials. We designate and account for such transactions as cash flow hedges. As of December 31, 2006, the unrealized
loss, net of tax, recorded in accumulated other comprehensive loss was $0.4. We expect to reclassify the unrealized loss
mentioned above to cost of products sold over the next 12 months as the hedged transactions occur. The fair values of
these contract were $1.1 {recorded as a current liability) and $0.6 (recorded as a current asset) as of December 31, 2006
and 2005, respectively. The amount of gain recognized during the years ended December 31, 2006, 2005 and 2004 related
to the ineffectiveness of the hedges was not material.

Other Fair Value Financial Assets and Liabilities

The carrying amount of cash and equivalents and receivables reported in the consolidated balance sheets
approximates fair value because of the short maturity of those instruments.

The fair value of our debt instruments, based on borrowing rates available to us at each year end for similar debt, is not
materially different than their carrying values.

Concentrations of Credit Risk

Financial instruments that potentially subject us to significant concentrations of credit risk consist of cash and
temporary investments, trade accounts receivable, and interest rate, foreign currency, and commodity protection
agreements.

Cash and temporary investments and our interest rate, foreign currency, and commodity protection agreements are
placed with high-quality financial institutions throughout the world. We periodically evaluate the credit standing of these
financial institutions.

Concentrations of credit risk arising from trade accounts receivable are due to seliing to a large number of customers in
a particular industry. We perform ongoing credit evaluations of our customers’ financial conditions and obtain collateral or
other security when appropriate. No one customer accounts for more than 10% of our revenues for all periods presented.

We are exposed to credit losses in the event of nonperformance by counter parties to our interest rate, toreign currency,
and commodity protection agreements, but have no other off-balance-sheet credit risk of accounting loss. We anticipate,
however, that counter parties will be able to fully satisfy their obligations under the contracts. We do not obtain collateral or
other security to support financial instruments subject to credit risk, but we do monitor the credit standing of counter parties.

Y

(14) Commitments and Contingent Liabilities
Leases

We lease certain manufacturing facilities, offices, sales and service locations, machinery and equipment, vehicles, and
office equipment under various leasing programs accounted for as operating leases. The future minimum rental payments
under operating leases with remaining non-cancelable terms in excess of one year are:

Year Ending December 31,

D007 . . v e e e e e e $ 374
=0 1 R I 30.2
[0 0 1= G 24.2
202 1 0 R OGP 15.2
0 2 I TR O AU PO I 13.8
B AT 02T 1102 R S I 37.1
Total MINIMUM PAYIMENLS. . - ..t ettt ettt r ot e o n s e e st e a e s s st e et $157.9

Total operating lease expense was $42.5 in 2006, $34.2 in 2005, and $28.4 in 2004. Capital leases were not material to
any of the periods presented.
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General

Numerous claims, complaints and proceedings arising in the ordinary course of business, including but not limited to
those relating to litigation matters (e.g., class actions, derivative lawsuits, and contract, intellectual property, competitive
claims, etc.}, environmental matters, and risk management matters (e.g., product and genera liability, automobile, workers’
compensation, eic.), have been filed or are pending against us and certain of our subsidiaries. Additionally, we may become
subject to significant claims of which we are currently unaware or the claims of which we are aware may result in our
incurring a significantly greater liability than we anticipate. This may also be true in connection with past or future
acquisitions. While we maintain property, cargo, auto, product, general liability, and directors’ and officers’ liability insurance
and have acquired rights under similar policies in connection with these acquisitions that we believe cover a portion of these
claims, this insurance may be insufficient or unavailable to protect us against potential loss exposures. In addition, we have
increased our self-insurance limits over the past several years, While we believe we are entitled to indemnification from third
parties for some of these claims, these rights may be insufficient or unavailable to protect us against potential loss
exposures, However, we believe that our accruals related to these items are sufficient and that these items and our rights to
available insurance and indemnity will be resolved without material adverse effect, individually or in the aggregate, on our
financial position, results of operations, and cash flows. These accruals totaled $364.4 (including $260.3 for risk
management matters) and $374.5 (including $271.8 for risk management matters) at December 31, 2006 and 2005,
respectively. Of these amounts, $262.8 and $277.8 are included in “Other long-term liabilities” within our consolidated
balance sheets at December 31, 2006 and 2005, respectively, with the remainder included in “Accrued expenses.”

Litigation Matters

Beginning in March 2004, multiple class action complaints seeking unspecified monetary damages, were filed or
announced by certain law firms representing or seeking to represent purchasers of our common stock during a specified
period against us and certain of our current and former executive officers in the United States District Court for the Western
District of North Carolina alleging violations of Sections 10(b) and 20(a} of the Securities Exchange Act of 1934 {the
“Securities Class Action”). The plaintiffs generally allege that we made false and misleading statements regarding the
forecast of our 2003 fiscal year business and operating results in order to artificially inflate the price of our stock. These
complaints were consolidated intc a single amended complaint against us and our former Chairman, Chief Executive Officer
and President, On September 20, 2004, we filed a motion to dismiss the consolidated action in its entirety.

On April 23, 2004, an additional class complaint seeking unspecified monetary damages was filed in the same court on
behaif of participants in our employee benefit plans, alleging breaches of the Employee Retirement Income Security Act of
1974 ("ERISA™) by us, our then general counsel and the Administrative Committee regarding one of our 401(k) defined
contribution benefit plans arising from the plan’s holding of our stock.,On June 10, 2005, a first amended complaint was filed
in the ERISA suit, adding as defendants certain current and former directors and Administrative Committee members. The
first amended complaint generally tracks the factual aflegations in the Securities Class Action. On July 25, 2005, we filed a
motion to dismiss the amended ERISA complaint in its entirety. On September 8, 2005, the plaintiffs moved the Court to
certify the proposed class in the ERISA suit. We opposed that motion.

On October 9, 2006, we reached an agreement in principle to settle both the Securities Class Action and the tag-along
ERISA action. The settlement is subject to court approval. On December 22, 2006, the court granted preliminary approval of
the settlement and scheduled a settlement hearing on April 10, 2007. Under the terms of the pending settlement, both
actions will be dismissed with prejudice and our aggregate net settlement payment, after reimbursement by our insurer, will
be $5.1. We recorded a charge of $4.1 in the third quarter of 2006 relating to this pending settlement. The charge has been
included in “Selling, general and administrative" within our 2006 consolidated statement of operations.

In October of 2004, one of our ltalian subsidiaries, SPX Cooling Technologies ltalia, S.p.A., formerly Balcke Marley Italia,
S.p.A., was notified that it was the subject of an investigation by the Milan Public Prosecutor's Office. The investigation
related to the business practices of several individuals and different companies in securing contracts from an Italian power
generation company. On August 24, 2006, the Public Prosecutor served on SPX Cooling Technologies Italia, S.p.A., a Notice
of End of the Preliminary Investigations. This Notice, which also identified numerous other individual and corporate
defendants, sets forth an allegation that SPX Cooling Technologies Italia, S.p.A. is responsible under Italian Legislative
Decree No. 231 for failing to adopt and effectively implement a proper organization and management mode! suitable for the
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prevention of alleged acts of bribery by the former general manager of Hamon-Research Cottrell ltalia, S.p.A. and the former
director of Marley Cooling Tower Europe, S.p.A. Our subsidiary has previously taken actions to address ltalian Legislative
Decree No. 231, including the appointment of a compliance program supervisor at the cooling equipment business, and is
evaluating these charges and potential defenses in advance of a preliminary hearing, which has not yet been scheduled. We
do not believe that the outcome of these proceedings wiil have a material adverse effect on our financial condition, results of
operations, or cash flows.

On or about October 29, 2001, we were served with & complaint by VSI Holdings, Inc., or V84, in the 6th Judicial Circuit
Court of the State of Michigan seeking enforcement of a merger agreement that we had terminated. In its complaint, VSt
asked the court to require us to complete the $197.0 acquisition of VS|, and/or award damages to VS| and its shareholders.
On December 26, 2001, we filed our answer denying VSI's allegations, raising affirmative defenses and asserting a
counterclaim against VS| for breach of contract. On June 8, 2006, we reached a settlement with V3I resolving this litigation.
Under the terms of the settlement, the lawsuit was dismissed with prejudice, neither party admitted any liability or
wrongdoing, and we made a payment in the amount of $20.0 to VSi. The charge associated with this payment was recorded
in the second quarter of 2006 and has been included in “Other expense, net" within our 2006 consolidated statement of
operations.

We are subject to other legal proceedings and claims that arise in the normal course of business. In our apinion, these
matters are either without merit or of a kind that should not have a material adverse effect individually or in the aggregate on
our financial position, results of operations, or cash flows. However, we cannot assure you that these proceedings or claims
will not have a material adverse effect on our financiai position, results of operations, or cash flows.

Environmental Matters

Our operations and properties are subject to federal, state, local and foreign regulatory requirements relating to
environmental protection. It is our poficy to comply fully with all applicable requirements. As part of our effort to comply, we
have a comprehensive environmental compliance program that inciudes environmental audits conducted by internal and
external independent professionals, as well as regular communications with our operating units regarding environmental
compliance requirements and anticipated regulations. Based on current information, we believe that our operations are in
substantial compliance with applicable environmental laws and regulations, and we are not aware of any violation that could
have a material adverse effect on our business, financial condition, results of operations or cash flows. We have liabilities for
site investigation and/or remediation at 67 sites that we own or control. In addition, while we believe that we maintain
adequate accruals to cover the costs of site investigation and/or remediation, there can be no assurance that currently
unknown matters, new laws and regulations, or stricter interpretations of existing laws and regulations will not materially
affect our business or operations in the future.

Our environmental accruals cover anticipated costs, including investigation, remediation, and operation and
maintenance of clean-up sites. Our estimates are based primarily on investigations and remediation plans established by
independent consultants, regulatory agencies and potentially responsible third parties. Accordingly, our estimates may
change based on future developments, including new or changes in existing environmental laws or policies, differences in
costs required to complete anticipated actions from estimates provided, future findings of investigation or remediation
actions, or alteration to the expected remediation plans. It is our policy to realize a change in estimate once it becomes
probable and can be reasonably estimated. We do not discount our environmental accruals and do not reduce them by
anticipated insurance recoveries. We do take into account third-party indemnification from financially viable parties in
determining our accruals where there is no dispute regarding the right to indemnification.

In the case of contamination at offsite, third party disposal sites, we have been notified that we are potentially
responsible and have received other notices of potential liability pursuant to various environmental laws at 26 sites at which
the liability has not been settled, and only 14 of which have been active in the past few years. These laws may impose
liability on certain persons that are considered jointly and severally liable for the costs of investigation and remediation of
hazardous substances present at these sites, regardless of fault or legality of the original disposal. These persons include
the present or former owners or operators of the site and companies that generated, disposed of or arranged for the
disposal of hazardous substances at the site. We are considered a “de minimis” potentially responsible party at most of the
sites, and we estimate the aggregate probable remaining liability at these sites is immaterial.
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We conduct extensive environmental due diligence with respect to potential acquisitions, including environmental site
assessments and such further testing as we may deem warranted. If an environmental problem is identified we estimate the
cost and either establish a reserve, purchase insurance or obtain an indemnity from a financiafly sound seller. However, in
connection with our acquisitions or dispositions, we may assume or retain significant environmentat liabilities, some of which
we may be unaware. The potential costs related to these environmental matters and the possible impact on future
operations are uncertain due in part to the complexity of government laws and regulations and their interpretations, the
varying costs and effectiveness of various clean-up technologies, the uncertain level of insurance or other types of recovery,
and the questionable level of our responsibility. We account for these assumed liabilities in accordance with SFAS No. 5
“Accounting for Contingencies” and, therefore, record the liability when it is both probable and the amount can be
reasonably estimated. Due to the uncertainties previously described, we are unable to reasonably estimate the amount of
possible additional losses associated with the resolution of these matters beyond what has been previously recorded.

In our opinion, after considering accruals established for such purposes, remedial actions for compliance with the
present laws and regulations governing the protection of the environment are not expected to have a material adverse
impact on our business, financial condition, results of operations or cash flows.

Risk Management Matters

We are primarily self-insured for product and general liability, workers' compensation, and automobile costs, and we
believe that we maintain adequate accruals to cover our retained liability. Our accruals for risk management matters are
determined by management, are based on claims filed and estimates of claims incurred but not yet reported, and are not
discounted. Management considers a number of factors, including third-party actuarial valuations, when making these
determinations. We maintain third party stop-loss insurance policies to cover certain liability costs in excess of
predetermined retained amounts.

Executive Agreements

Our Board of Directors has adopted severance agreements for nine of our executives, which create certain liabilities in
the event of the termination of these executives following a change of control. In addition, our Board of Directors also
approved employment agreements for eight of these executives. These agreements have rolling terms of either one year or
two years and specify the executive’s current compensation, benefits and perquisites, the executive's entitements upon
termination of employment, and other employment rights and responsibilities. Lastly, three executive ofiicers have
outstanding non-interest bearing 20-year relocation home loans totaling $4.5 granted in connection with the 2001 move of
our corporate headquarters. In the event of the death or permanent disability of the employee or a change in control of SPX,
we will forgive the note and pay the employee or his estate an amount equal to the employee’s tax tiability as a result of the
loan forgiveness.

In connection with the retirement and resignation of our then Chairman, Chief Executive Officer, and President in
December 2004, we entered into a separation agreement with him that resulted in a charge in 2004 of approximately $7.3,
which is net of a credit of $8.2 associated with compensation previously recorded for restricted stock that was forfeited as
part of the separation agreement. Amounts still due to our former Chairman, Chief Executive Officer, and President under the
separation agreement totaled approximately $8.0 as of December 31, 2006 and are payable in 2008.
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(15) Shareholders’ Equity and Stock Based Compensation

Earnings Per Share

The following table sets forth the computations of basic and diluted earnings per share:

Year Ended December 31,

2006 2005 2004
Numerator:

Income {loss) from continuing operations for calculating basic earnings per share. . . ... $ 2205 $% 1.2 % (58.0)

Interest on convertible LYONs, netoftax. ... 1.1 — —

tncome (loss) from continuing operations for calculating diluted earnings per share . .. $ 2216 $ 1.2 § (58.0)
Net income (loss) for calculating basic earningspershare.......................... $ 1707 $1,090.0 $ (17.1)
tnterest on convertible LYONs, netoftax. . ... ... i i 1.1 — —
Net income (loss) for calculating diluted earnings pershare. . ........................ $ 1718 $1,0900 $ (17.1)
Denominator:

Weighted average number of common shares used in basic earnings per share ... ... 58.254 71.084  74.271

Dilutive Securities — Employee stock options, restricted stock and restricted stock

0 211 S 1.499 1.108 —

Conversion of convertible LYONS . .. ... .. i i e 0.971 — —
Weighted average number of common shares and dilutive securities used in diluted

BAMINGS PO SNAME .. ..ttt e e i i i e 60.724 72.192 74.271

The total number of stock options that were not included in the computation of dilutive earnings per share because their
exercise price was greater than the average market price of common shares was 2.5, 9.5 and 13.7 at December 31, 2006,
2005 and 2004, respectively.

The potential common shares excluded from the 2004 diluted earnings per share calculation due to their anti-dilutive
effect were 0.8. Of this amount, 0.1 related to restricted stock and restricted stock units and 0.7 related to employee stock
options.

In October 2004, the Emerging Issues Task Force {“EITF"} reached a consensus on EITF Issue No. 04-8, “The Effect of
Contingently Convertible Instruments on Diluted Earnings Per Share” (“EITF No. 04-8". Under the EITF's conclusion,
instruments that are convertible to common stock based on achieving a market price trigger are to be included in the
calculation of diluted earnings per share regardless of whether the contingency has been met. At its November 2004
meeting, the EITF declared EITF No. 04-8 effective for all periods ending after December 15, 2004 and required retroactive
adoption for all historical periods presented. The impact of the inclusion of the contingent convertible common shares was a
reduction in both income from continuing operations per share and net income per share of $0.04 and $0.03, respectively,
for 2006. For the years ended December 31, 2005 and 2004, the impact of the inclusion of the LYONs was anti-dilutive.

Accumulated Other Comprehensive Loss

The components of the balance sheet caption accumulated other comprehensive loss are as follows:
December 31, December 31,

2006 2005
Foreign currency translation adjustment ......... ... i P $ 207.9 $137.7
Net unrealized gains on qualifying cash flow hedges, net of tax expense of $1.4 and $0.2,
TESPECHIVEIY .. .ottt 2.2 0.3
Pension liability adjustment, net of tax benefit of $186.4 and $190.9, respectively........... (296.7) (311.8)
Accumulated other comprehensive oSS .. ......... o e $ (86.6) $(173.8)
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Common Stock and Treasury Stock

At December 31, 2008, we had 200.0 authorized shares of common stock (par value $10.00). Common shares
issued, treasury shares, and shares outstanding are summarized in the table below.

Common Stock  Treasury Shares
Issued Stock Qutstanding
Balance at December 31,2003, ......... ... it 87.492 (13.177) 74.315
Stock options exerciSed . .. ... vt e 0.529 0.827 1.356"
Share repuUrChases . . ... ovet i e — (1.144) {1.144)
Restricted stock and restricted stock units. .. . .............co i 0.353 (1.143) {0.790)
ORer . e 0.505 o 0.505
Balance at December 31,2004 . ...... ... ..ot 88.879 {14. 637) 74.242
Stock options exercised . . ... ... ot i 0.858 0.205 1.063
Share repurchases . ...t e S — (13.657) (13.657)
Restricted stock and restricted stock units. ... .............o v, 0.613 (0.109) 0.504
Oher. 0.411 — 0.411
Balance at December 31, 2005 . . . ... .. it e 90.761 (28.198) 62.563
Stock options eXercised . . ... 2.335 1.678 4.013
Share rePUICHASES . . ..ottt i e e — (8.692) (8.692)
Restricted stock and restricted stock units. .. ..ot e, 0.636 {0.069) 0.567
LT 0.315 — 0.315
Balance at December 31,2006 . ............ovt it 94.047 {35.281) 58.766

Stock Based Compensation

Under the 2002 Stock Compensation Plan, as amended in 20086, the successor plan to the 1992 Stock Compensation
Plan, up to 20.0 shares of our common stock may be granted to key employees and 6.5 of these shares were available for
grant at December 31, 2006. The 2002 Stock Compensation Plan permits the issuance of new shares or shares from
treasury upon the exercise of options, vesting of restricted stock units or restricted stock.

Stock options may be granted to key employees in the form of incentive stock options or nongualified stock options,
vest ratably over three years, which vesting may be subject to performance criteria, and expire no later than 10 years from
the date of grant. The option price per share may be no less than the fair market value of our common stock on the date of
grant. Upon exercise, the employee has the option to surrender previously owned shares at current value in payment of the
exercise price and/or for withholding tax obligations, and, subject to certain restrictions, may receive a reload option having
an exercise price equal to the current market value for the number of shares so surrendered. The reload option expires at the
same time that the exercised option would have expired. Any future issuances of options under the plan will not have a
reload feature, pursuant to the terms of the plan.

Restricted stock or restricted stock units may be granted to certain eligible employees or non-employee directors in
accordance with applicable equity compensation plan documents and agreements. Subject to participants’ continued
employment and other plan terms and conditions, the restrictions lapse and awards vest over three years. In addition, the
restrictions lapse and the awards vest in the event of retirement, death or disability. The 2004 grants vest ratably. In
December 2004, the Compensation Committee of the Board of Directors announced changes to our stock based employee
compensation program. Under the announced changes, performance thresholds have been instituted for vesting of
substantially all restricted stock and restricted stock units awarded in 2005 and future years. This vesting is based on SPX
shareholder return versus the S&P 500 composite index. Pursuant to the terms of the plan, the awards will vest if the SPX
shareholder return outperforms the S&P 500 composite index on an annual basis. In the event the award does not vest in
any year, the SPX shareholder return versus the S&P 500 composite index for the cumulative periods will serve as the basis
for vesting.

On January 1, 2006, we adopted SFAS No. 123(R), which requires the recognition of compensation expense for share-
based awards, including stock options, based on their grant date fair values. In addition, SFAS No. 123(R) specifies that an
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award is vested when the employee’s retention of the award is no longer contingent on providing subsequent service (the
“non-substantive vesting period approach”). We adopted SFAS No. 123(R), using the modified-prospective method. Under
that method, compensation cost recognized for the year ended December 31, 2006 includes: (a} compensation expense for
all share-based awards granted prior to, but not yet vested as of January 1, 2006, based on the grant date fair value
estimated in accordance with the original provisions of SFAS No. 123, (b) compensation cost for all share-based awards
granted subsequent to January 1, 2006, based on the grant-date fair value estimated in accordance with the provisions of
SFAS No. 123(R), and (c) compensation cost related to the non-substantive vesting period approach for all applicable share-
based awards granted subsequent to January 1, 2006. Results for prior periods have not been restated. In accordance with
SFAS No. 123(R), total stock option expense was $0.9 for the year ended December 31, 2006. We also recorded
compensation expense related to restricted stock and restricted stock units of $36.7, $28.3 and $9.1 for the years ended
December 31, 2006, 2005 and 2004, respectively.

Prior to January 1, 2006, we applied the intrinsic value based method of accounting prescribed by APB No. 25 and
related interpretations in accounting for stock-based compensation plans. Accordingly, no compensation cost was reflected
in net income (loss) for stock option awards as all options granted had an exercise price equal to or in excess of the market
value of the underlying common stock on the date of grant. We recorded share-based expense for the restricted stock and
restricted stock units using variable accounting based on the most current market price of our stock applied to the shares
contingently issuable and amortized over a three-year period. We historically accounted for the retirement, death or disability
vesting provision by recognizing compensation cost over the nominal vesting period and, if the employee retired, died or
was disabled prior to the end of the vesting period, recognizing any remaining unrecognized compensation cost at the date
of retirement, death or disability. Upon adoption of SFAS No. 123(R), we changed our valuation technique to the Monte
Carlo simulation model due to the fact that our restricted stock and restricted stock units contain a market condition. The
Monte Carlo simulation model utilizes muitiple input variables that determines the probability of satisfying the market
condition stipulated in the award and calculates the fair market value of each restricted stock and restricted stock unit award.
We used the following assumptions in determining the fair value of the awards granted on January 3, 2006:

Weighted average
expected stock price  Annual expected

volatllity dividend yield Risk free interest rate  Stock Beta
SPX Corporation . ...........cviiiiii, 36.33% 2.18% 4.37% 1.03
S&P 500 Composite Index. . ................ 17.70% n/a 4.37% 1.00

Weighted average expected stack price volatility is a weighted measure of the 10-year historical volatility and the
implied volatility of the closest to at-the-money publicly traded SPX call option, with weights determined by the remaining life
of the longest term call options. The annual expected dividend yield is based on historical dividend payments. The risk-free
interest rate reflects the 3-year daily treasury yield curve rate as of the grant date. Stock beta is a measure of how our stock
fluctuates in relation to the overall stock market. The fair value of the restricted stock and restricted stock units is amortized
over the derived service period of each award, which is up to three years, subject to acceleration in the event the vesting
condition is met (as defined above).

The following table illustrates the increase to income from continuing operations before income taxes, income from
continuing operations, net income and net income per share (basic and diluted) for the year ended December 31, 2006 as a
result of adopting SFAS No. 123(R) as compared to accounting for share based compensation under APB No. 25:

Year Ended
December 31, 2006
Income from continuing operations beforeincometaxes ... i $14.2
Income from continUing OPerations . .. ... ... ... ottt it e 9.1
T2 1 T 1< TR S I 9.1
Net income per Share — DASIC . ... v .t ie et $0.16
Netincome pershare —diluted .. ... ... . e 0.15
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Prior to the adoption of SFAS No. 123(R), we presented all tax benefits of deductions resufting from the exercise of
stock options and the vesting of restricted stock and restricted stock units as operating cash flows in our consolidated
staternents of cash flows. In November 2005, the FASB issued FASB Staff Position (*FSP") No. FAS 123(R)-3, “Transition
Election Related to Accounting for the Tax Effects of Share-Based Payment Awards” (“FSP No. 123{R)"). We elected to
adopt the alternative transition method provided in FSP 123(R)-3 for calculating the tax effects of stock based compensation
pursuant to SFAS No. 123(R). The alternative transition method includes simplified methods to establish the beginning
balance of the additional paid-in capital pool (“APIC pool”) related to the tax effect of employee stock based compensation,
and to determine the subsequent impact of the APIC pool on the statement of cash flows for the tax effects of employee
stock based compensation grants that are outstanding upon adoption of SFAS No. 123(R). During the year ended
December 31, 2006, $12.7, associated with excess tax benefits was classified as financing cash flows and included in
“Proceeds from the exercise of employee stock options and other” within our consolidated statements of cash flows.

The following table illustrates the pro forma effect on net incoms (loss) from continuing cperations and net income, in
total and on a per share basis, for the years ended December 31, 2005 and 2004 had the fair value recognition provisions of
SFAS No. 123 been applied to stock based employee compensation:

For the Year Ended
December 31,
2005 2003
Net inCome (l0SS) — A5 TEPOMBU .. ...\ttt it et e e e et et $1,090.0 $(17.1)
Add: Stock based employee compensation expense included in reported net income (loss), net of
related tax effect . . ... 20.3 3.9
Deduct: Total stock based employee compensation expense determined under fair value based
method, net of related tax effect
Awards granted at market value® . . ... ... e (27.4) (28.3)
Awards granted above market value® .. ... .. e — 78.6
Nt INCOMe — PrO O . .. o i e e $1,082.9 § 37.1
Basic earnings per share of common stock:
Income (10ss) per share — as rePOMed ... ... ottt it e e e $ 1533 $(0.23)
INCOME Par Share — ProOfOTMA . . ... it e ettt e e e e $ 1523 §$0.50
Diluted earnings per share of common stock:
Income (loss) pershare —asreported . ... ... ...ttt e e $ 1510 $(0.23)
INcome per share — ProformMa . . ... ..o e $ 1500 $0.50
Basic earnings per share of common stock from continuing operations:
Income {loss) per share — as rePOMed .. ...o.ov ittt e e $ 002 $(0.78)
Loss pershare — proforma . ... ... .. it $ (0.08) ${0.05)
Diluted earnings per share of common stock from continuing operations:
Income (loss) pershare — asreported ... ... ... .t $ 002 $(0.78)
Loss pershare — proforma . ... . ... it $ (0.08) $(0.05)

™ Amount for 2004 includes a credit of $8.2 relating to compensation expense previously recorded for a 2002 restricted
stock award that was forfeited in connection with the December 2004 retirement and resignation of our then Chairman,
Chief Executive Officer, and President.

# In 2004, four members of our executive management team elected to voluntarily surrender outstanding unvested stock

options to purchase 2.5 shares of common stock granted to them in August 2000, with an average fair value on the date
of grant of $34.89. These options would have vested in their entirety in August 2005. In addition, certain members of our
senior leadership team, who left SPX in 2004, forfeited unvested stock options to purchase 0.7 shares of common
stock. The weighted average fair value of these options on the date of grant was approximately $32.34. The impact of
the surrender and forfeiture of the above options on compensation expense, net of tax, under the fair value based
method was approximately $72.0. Lastly, under the separation agreement relating to the December 2004 retirement and
resignation of our then Chairman, Chief Executive Officer, and President, options to purchase 2.2 shares of common
stock that were unvested at the time of separation became immediately vested. Under SFAS No. 148, the acceleration
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of the vesting was deemed a modification to the original awards and resulted in a remeasurement of the fair value of
these options. The effect of the accelerated vesting and remeasurement resulted in additional compensation expense of
approximately $10.5 under the fair value based method. 2004 compensation expense under the fair value based
method also includes tax benefits of approximately $35.0 associated with certain option grants to our former Chairman,
Chief Executive Officer, and President. Prior to his resignation and retirement in December 2004, compensation
associated with these option grants was not deductible under Section 162(m) of the Internal Revenue Code. As a result
of his resignation and retirement, these limitations are no longer applicable and, therefore, we have reflected a
cumulative tax benefit of $35.0 relating to these option grants in the 2004 column in the table above.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model.
Historically, our option grants were generally made during the first week of the year. There were no option grants in 2006
and 2005. In 2004, we granted 0.019 options to members of our Board of Directors that fully vested as of December 31,
2004. We made no other option grants in 2004. Assumptions used in determining the fair value of the 2004 options were
based upon relevant data existing at the date of grant and were as follows:

2004
Weighted-average fair value of options:
Granted at market value $23.39
Weighted-average exercise price of options:
Granted at market value $53.15
Principal Assumptions:
Expected option life in years 6
Risk free interest rate 3.3%
Expected volatility 39.6%
Expected dividend yield 2.5%

In December 2004, four members of our executive management team elected to voluntarily surrender outstanding stock
options to purchase 2.5 shares of common stock granted to them in August 2000, with exercise prices ranging from $105.00
to $150.00. In addition, certain members of our senior leadership team, who left SPX in 2004, forfeited unvested options to
purchase 0.7 shares of common stock, with exercise prices ranging from $60.00 to $150.00.

The following table shows stock option activity from December 31, 2003 through December 31, 2006:

Welghted
Average Exercise
Shares rice

Options outstanding at December 31, 2003 19.929 $ 72.82
Granted 0.019 53.15
Exercised {1.356) 30.93
Terminated (4.051) —
QOptions outstanding at December 31, 2004 14.541 66.42
Granted — —_
Exercised (1.083) 36.01
Terminated (0.513) 62.29
Options outstanding at December 31, 2005 12.965 69.07
Granted — —
Exercised {4.013) 43,89
Terminated {4.116) 103.12
Options outstanding at December 31, 2006 4.836 $ 6097
Exercisable at December 31, 2006 4.836 $ 60.97
Exercisable at December 31, 2005 12.508 $ 7019
Exercisable at December 31, 2004 12.652 $ 69.14
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The weighted average remaining term, in years of options outstanding and exercisable at December 31, 2006 was 3.3.
Aggregate intrinsic value (market value of stock less option exercise price) represents the total pretax intrinsic value, based
on our closing stock price on December 31, 2006, which wauld have been received by the option holders had all in-the-
money option holders exercised their options as of that date. The aggregate intrinsic value of the options outstanding and
the options exercisable at December 31, 2006 was $36.8. The total number of in-the-money options exercisable on
December 31, 2006 was approximately 2.319. The aggregate intrinsic value of options exercised during the years ended
December 31, 2006, 2005 and 2004 was $43.1, $10.6 and $32.5, respectively.

Restricted Stock and Restricted Stock Unit Awards

The following table summarizes the restricted stock and restricted stock unit activity from December 31, 2005 through
December 31, 2006:

Weighted Average
Unvested Restricted Stock Grant-Date Fair
and Restricted Stock Units Value per share

Outstanding at December 31,2005 .. .............cooiinarenn i, 1.576 $40.30
Granted 0.755 33.97
R 4=2571= {0.672) 43.64
Forfeited . ... . e (0.134) 39.71
Outstanding at December 31,2006 ............oovv i, 1.525 36.95

Prior to our adoption of SFAS No. 123(R), we reported unearned compensation associated with restricted stock and
restricted stock units as a separate component of stockholders’ equity. Under SFAS No. 123(R), the related amount is no
longer presented as a separate component of stockholders' equity and, therefore, has been reclassified to “Paid-in-Capital”
as of January 1, 2006. As of December 31, 2006, there was $25.2 of unrecognized compensation cost related to restricted
stock and restricted stock unit compensation arrangements. We expect this cost to be recognized over a weighted average
period of 1.4 years, which does not reflect the impact of acceleration in the event the vesting condition is met.

In conjunction with the sale of Vance in January 2006 (see Note 4), we modified the existing outstanding awards issued
to 30 Vance employees by remaving all restrictions associated with these 0.075 restricted stock units and accelerating the
vesting period to the effective date of the modification. This modification resulted in 0.048 shares issued, 0.027 shares
withheld related to the SPX minimum required tax withholdings and expense recorded of $1.6, net of tax, as part of the loss
on disposition.

In conjunction with the sale of Dock in October 2006 (see Note 4), we modified the existing outstanding awards issued
to 29 Dock employees by removing all restrictions associated with these 0.014 restricted stock units and accelerating the
vesting period to the effective date of the modification. This modification resulted in 0.010 shares issued, 0.004 shares
withheld related to the SPX minimum required tax withholdings and expense recorded of $0.3, net of tax, as part of the loss
on disposition.

Treasury Stock

In 2006, we repurchased 8.7 shares of our common stock on the open market, for a total cash consideration of $436.3.
The covenants under our senior credit facilities contain certain restrictions on the payment of dividends and the repurchase
of our common stock. See Note 12 for discussion of our ability to repurchase shares under our current senior credit facilities.

Preferred Stock

None of our 3.0 shares of authorized, no par value preferred stock was outstanding at December 31, 20086, 2005 and
2004.
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Sharehoider Rights Plan

Our Shareholder Rights Agreement, together with the related preferred stock rights, expired by its terms on June 25,

2006. Under the Shareholder Rights Agreement, each share of our common stock carried one preferred stock purchase
right, which entitled the holder to certain rights upon the occurrence of certain events.

Change in Incentive Compensation Plan

In July 2005, we implemented a new incentive compensation plan, which has been approved by the Compensation

Committee of the Board of Directors and became effective January 1, 2005, for our executive and management teams that
replaces the Economic Value Added (“EVA”) pian. Incentive payments under the new plan are based generally on financial
metrics such as operating profit margin and operating cash flows. In conjunction with the adoption of this new plan, the
historical individual employee batances under the EVA plan were converted 10 restricted stock and restricted stock units,
and in the case of less significant employee balances, cash. The restricted stock, restricted stock units, and cash amounts
represent fixed awards that vest ratably over a three-year period, generally beginning in July 2005. The adoption of this plan
did not have a significant impact on our results of operations for 2005.

(16) Quarterly Results (Unaudited)
FirstShe Second®1® Third® Fourth®
2006 2005 2006 2005 2006 2005 20086 2005

Operating revenues® ... ........ $953.5 $8648 $1,0426 $947.9 $1,0556 $961.6 $1,261.6 $1,083.7
Grossprofit ........... ... ... 2525 229.4 292.6 2589 3059 267.2 349.4 309.8
Income (loss) from continuing

operations®® ...l 235 (62.2) 63.6 (5.7 50.8 53.3 B82.6 15.8
income (loss) from discontinued

operations, net of tax® ... ... .. (1.8) 745.6 46.7 3275 {98.9) (159 4.2 3.6
Netincome (loss) .............. $ 217 $6834 $ 1103 $3218 §$ (481) § 374 § 868 47 .4
Basic earnings (loss) per share of

common stock:

Continuing operations ........ $ 039 $(083) $ 1.08 $(008 $ 089 $ 075 $ 144 0.24

Discontinued operations, net of

17 )~ QU {0.03) 10.00 0.80 4.41 (1.7} (0.22) 0.07 0.49

Netincome {loss) ............ $ 03 $917 $ 188 $ 433 $ (085 § 053 $ 151 0.73
Diluted earnings (loss) per share of

common stock:

Continuing operations ........ $ 038 $(083 $ 106 ${008 $ 087 $ 068 $ 140 0.24

Discontinued operations, net of

BAX . {0.03) 10.00 0.77 4.41 (1.69) (0.19) 0.07 0.48
Net income (loss) ............ $ 03 §$917 $ 183 $ 433 § (082) § 048 § 147 0.72

Note: The sum of the quarters’ earnings per share may not equal the full year per share amounts.

{n

@

During the fourth quarter of 2005, revenues for our Test and Measurement segment were reduced by $19.9 for
program incentives and rebates earned by certain customers throughout 2005. Prior to the fourth quarter of 2005,
these incentives and rebates were classified as cost of products sold and selling, general, and administrative
expenses. Had these amounts been classified as a reduction to revenues prior to the fourth quarter of 2005 (versus
cost of products sold and selling, general, and administrative expenses), revenues for the first, second, and third
quarters of 2005 would have been reduced by $4.5, $4.8, and $4.7, respectively, while revenues for the fourth quarter
of 2005 would have increased by $14.0.

For 2006, includes charges (credits) of $0.4, $1.3, $2.9 and $(0.2) associated with restructuring initiatives in the first,
second, third and fourth quarters, respectively. For 2005, includes charges (credits) of $4.8, $5.3, $(5.4) and $4.4
associated with restructuring initiatives in the first, second, third and fourth quarters, respectively. The fourth quarter also
includes an impairment charge of $36.2. See Notes 6 and 8 for additional information. Additionally, includes charges of
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$103.5, $6.9, and $3.2 associated with losses on the early extinguishment of debt in the first, second and fourth
quarters, respectively. See Note 12 for additional information.

The second quarter of 2006 includes an income tax benefit of $34.7 principally associated with the settiement of
certain matters relating to our 1998 to 2002 Federal income tax returns. See Note 11 for additional information.

The third quarter of 2006 includes a charge of $102.7 that was recorded in connection with the planned disposition of
the automotive components business within our Industrial Products and Services segment. See Note 4 for additional
information.

The fourth quarter of 2006 includes an income tax benefit of $10.9 primarily related to a reduction in income tax
liabilities associated with a disposition in 2003.

Amounts presented differ from amounts previously reported in our quarterly reports on Form 10-Q due to the
classification of certain of our businesses as discontinued operations in accordance with SFAS No. 144.

We label our quarterly information using a calendar convention. It is our practice to establish actual interim closing
dates using a “fiscal” calendar, which requires our businesses to close their books on the Saturday closest to the end
of the calendar quarter for efficiency purposes. The effects of this practice only impact the quarterly reporting periods
and not the annual reporting period. We had one fewer day in the first quarter of 2006 and one additional day in the
fourth quarter of 2006 when compared to the respective 2005 periods.
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Report of Independent Registered Public Accounting Firm

The Board of Members
EGS Electrical Group, LLG:

We have audited the accompanying consolidated balance sheets of EGS Electrical Group, LLC and subsidiaries {the
Company) as of September 30, 2006 and 2005, and the related consolidated statements of income, members’ equity and
comprehensive income, and cash flows for each of the years in the three-year period ended September 30, 2006. These
consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial staternents. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of EGS Electrical Group, LLC and subsidiaries as of September 30, 2006 and 2005, and the results of their
operations and their cash flows for each of the years in the three-year period ended September 30, 20086, in conformity with
U.S. generally accepted accounting principles.

fs/ KPMG LLP

Chicago, lllinois
January 10, 2007
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EGS ELECTRICAL GROUP, LLC
AND SUBSIDIARIES
Consolidated Balance Sheets
September 30, 2006 and 2005
(Dollars in thousands)

ASSETS
Current assets:

(02 T-Y £ TR
Accounts receivable, less allowances of $7,500 and $7,600, respectively. ..............
DU frOmM MBI DB . . vttt ettt e e et a e et

Inventories :

Finished gooOS . .. .o . i e e

1 o1y o (o To =1 S I
BawW MIALEIIAIS. - . . .t s ot i ittt et et et e e e e
TOtal VBN OMIES. . . oo ittt et e et et it e e
Prepaid BXPENSES « . . it ven ettt
Defermed INCOME TaXES - - . o ottt ettt e ettt e i e
O CUITENE B850 & . o . ottt ittt et e it an et st e e e
TOtal CUMBNE A88BIS . . . vt vttt ittt ettt ettt et aa e ae i ey

Property, plant, and equipment :

17T 5 Y X
Buildings and improvements . .. ... e
Machinery and equipment . .. ... ... .
CONSIFUCHION IN PIrOGIESS . . v\t e e e e et et ettt
Total property, plant, and equipment .. ... ... il e

Less accumulated depreciation. . ... ... i
Property, plant, and equipment, net . .. ... ... ... .. i

6 To T L 11111 P
0 1812 = 1o A=A P
TOT AL AS ST S . oottt e e ettt e e e e

LIABILUITIES AND MEMBERS’ EQUITY
Current liabilities:

Trade accounts PayabIle. . .. ... e e
Income taxes payable. . . ...
DUB L0 T S . .t ittt et e et e
Accrued employee COMPEeNSsation . ... it
Accrued Sales rebalES . ... vt e e e
Accrued lIitigation COSES ... .. oo
ACCTUET BXDEIMSES. .\ o v vttt ettt e ettt bt
Total current lighilithes . . ... o e e

OhEr A IS . . . oo o et e e e e e e e
Total Babilities. . ..ottt e e e

Members’ equity:

Member's CAPIAl. .. . oo o e e e
Retained @amings . . ...t e
Accumulated other comprehensive iINCOME. . ... ... .. i it
Total Members’ @qUItY ... ... ittt e e
TOTAL LIABILITIES AND MEMBERS EQUITY ... ... i

See accompanying notes to consolidated financiat statements
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2006 2005
$ 4601 % 626
69,738 65,820
220 13,643
35,504 29,816
17,058 14,300
15,457 15,693
68,019 59,809
1,826 1,817
6,846 7,800
5,690 139
166,940 149,754
2,000 1,980
25,552 24,936
141,867 136,169
2,962 2,704
172,381 165,789
128,976 121,718
43,405 44,071
241,717 240,150
995 909
$443,057 434,884
32,277 33,220
3,178 2,728
1,696 607
4,889 4,609
6,761 5,054
86 24,329
14,635 13,915
63,532 84,462
13,328 15,878
76,860 100,340
330,531 328,809
22,620 —
13,046 5,735
366,197 334,544
$443,057 $434,884




EGS ELECTRICAL GROUP, LLC
AND SUBSIDIARIES
Consolidated Statements of Income
Years ended September 30, 2006, 2005 and 2004
(Dollars in thousands)

2006 2005 2004
Netsales. ... . . $483,471 $429,713 $383,382
Cost and expenses:
Costofgoodssold ...........oo i 268,870 244376 219,186
Selling, general, and administrative eXpenses. ............ooveevirvnenn... 110,353 99,629 92,866
Related party managementfees..................... ... 3,239 2,879 2,569
Otherdeductions, net. ............ ..o i 4,166 23,542 15,619
Interest expense (income), net........... ... i 669 (176) (55
Totalcosts and exXpenses ........... ..t 387,297 370,250 330,185
Income before incometax expense. . ............. ..o, 96,174 59,463 53,197
INCOME taxX BXPENSE . . . ..o it i 7,554 1,066 2,205
Nt INCOME. ... $ 88,620 $ 58,397 $ 50,992

See accompanying notes to consolidated financial statements.
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EGS ELECTRICAL GROUP, LLC
AND SUBSIDIARIES
Consolidated Statements of Members’ Equity and Comprehensive Income
Years ended September 30, 2006, 2005 and 2004
{Dollars in thousands)

Balance at September 30,2003 ........ ...
Comprehensive income:
NetiNCOME. .. i i s
Cumulative translation adjustment. . ................. ...
Minimum pension liability adjustment . .............. ...
Total comprehensive income —2004. ............ ... . ...,
Distributiontomembers. . ......... i
Balance at September 30,2004 ... ... ... e
Comprehensive income:
A= T o 54 T3
Cumulative translation adjustment. ........................
Minimum pension liability adjustment . .....................
Total comprehensive income —2005........................
Distribution tomembers. . .. ... ... ot e
Balance at September30,2005............ ...l
Comprehensive income:
R = Voo 4= P
Cumulative translation adjustment. . ............... ... ..
Minimum pension liability adjustment . .....................
Total comprehensiveincome —2006........................
Member's contribution, stock-based compensation..........
Distributiontomembers. .............. ..o i e
Balance at September30,2006............. ... i

Accumulated
other
Members’ Retained  comprehensive
capitai earnings income {loss) Total
$346,420 $ — $ 545 $348,965
— 50,992 —_ 50,992
—_ — 5111 5,111
—_ — 514 514
— —_ — 56,617
(16,0080 (50,992 — (67,000)
332,412 — 6,170 338,582
— 58,397 — 58,397
— — 2,374 2,374
— — {2,809 (2,809
—_ — — 57,962
(3,603 (58,397) — {62,000)
328,809 — 5,735 334,544
— 88,620 — 88,620
— — 3977 3,977
— — 3,334 3,334
— — — 95,931
1,722 — — 1,722
— {66,000) — (66,000)
$330,531 § 22,620 $13,046 $366,197

See accompanying notes to consolidated financial statements.
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EGS ELECTRICAL GROUP, LLC
AND SUBSIDIARIES

Consolidated Statements of Cash Flows
Years ended September 30, 2006, 2005 and 2004
(Dollars in thousands)

2006 2005 2004
Cash flows from operating activities:
Nt M OME. . . e e e $ 88,620 $58,397 $50,992
Adjustments to reconcile net income to net cash provided by operating activities:
Loss (Gain) on sales of property, plantand equipment .......................... — 127 (11}
Depreciation and amortization. . .. ...ttt 8,536 8,760 9,683
Deferred taxes . . ... o e e 954 {7,800) —
Stock-based compensation BXPeNSE . . ... .o.t it it 1,722 — —
Changes in assets and liabilities:
Decrease (Increase) in receivables, netofallowances. ........o.ocvveivvennnn .. .. 11,285 (13,936} (4,753)
Decrease (Increase) ininventones .. ...ttt e e, (7,765) 492 (303)
Increase in other CUMent aS8BLS, . ... vttt e e s e e e (5,423) 592 (175)
Decrease (Increase)inotherassets . ............. oo, {186} (323) 351
Increase (Decrease) inpayables. ..ot 208 9,604 (2,263)
(Decrease} Increase in accrued EXPeNSeS . ... ..ot it (21,719) 17,262 9,490
Increase (Decrease) in other liabilities ............. ... ... ... .. i, 594 (961) {687)
Net cash provided by operating activities. . . ............. ... e iiiii.. 76,826 72,214 62,324
Cash flows from investing activities:
Capital expenditures . . . ... ... (7.479) (4,979) (6,290
Proceeds from disposition of property, plant and equipment . ... ................. — 483 72
Net cash used ininvesting activities . .. ........... ... .o i, (7479 (4,496) (6,218)
Cash flows from financing activities:
Changesincashoverdraft. . ......... ... . . it — (5,310 5,310
Distribution to Members . .. ... . o i e e {66,000) (62,000) (67,000)
Net cash used infinancing activities . . ... ........ .. oiii i, _{66,000) (67,310) (61,690)
Net increase (decrease) in cash and cash equivalents. . ......................, 3,347 408 (5,584)
Effect of exchange rate changes on cash and cash equivalents. . . .................... 628 218 1,827
Cash and cash equivalents at beginningofyear .......... ... . ... ...ccouiiiuiinn... 626 — 3,757
Cash and cash equivalents atend ofyear. .. ...........o oo, $ 4601 § 626 $ —

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
September 30, 2006, 2005 and 2004
{Dollars in thousands)

(1) Summary of Significant Accounting Policies
{a) Description of Business

EGS Electrical Group, LLC (EGS) was created on September 15, 1997 by combining the electrical groups of Emerson
Electric Co. (Emerson) and General Signal, Inc. (General Signal). Emerson originally held 52.2% of members’ units and
General Signal held 47.5%. General Signal subsequently merged with SPX Corporation (SPX), with SPX becoming the
minority member. Currently, Emerson owns 55.5% of members' units and SPX owns the remaining 44.5%.

EGS and subsidiaries (the Company) operate offices, plants, and warehouses in eleven states and four fareign
countries and are engaged in the manufacture of electrical fittings, enclosures, controls, and industrial lighting; transformers,
power conditioning, power protection, and power supplies; resistance wire electrical heating cable and pipe tracing cable;
and a variety of electrical heating products. Approximately 17%, 16% and 18% of the Company’s assets were located
outside the United States, primarily in Canada and France, as of September 30, 2008, 2005 and 2004, respectively.

{b) Principles of Consolidation

The consolidated financial statements include the accounts of EGS and its controlled affiliates. Al significant
intercompany transactions, profits, and balances are eliminated in consolidation.

The functional currency of the Company’s non-U.S. subsidiaries located in France and Canada is the local currency.
The functional currency of the Company's subsidiary located in Mexico is the U.S. dollar. Adjustments resulting from the
translation of financial statements are reflected as a separate component of accumulated other comprehensive income
{loss).

{c) Cash Equivalents
Cash equivalents consist of highly liquid investments with original maturities of three months or less.
{d) Accounts receivable

Accounts receivable are recorded at the invoiced amount and do not bear interest. Allowances provided against
accounts receivable are for doubtful accounts and adjustments to reduce amounts recorded to net realizable value as a
result of estimated sales returns and pricing adjustments. The allowance for doubtful accounts receivable is the Company's
best estimate of the amount of probable credit losses in the Company's accounts receivable as of the balance sheet date.
The Company determines the allowance based on historical write-off experience and specific analysis of certain individual
balances. Account balances are charged off against the allowance after all means of collection have been exhausted and the
potential for recovery is considered remote. The Company does not have any ofi-balance sheet credit exposure related to its
customers.

{e} Inventories

Inventories are valued at the lower of cost or market. Cost is determined using the “first-in, first-out” method for all
inventories.

(f) Property, Plant, and Equipment

The Company records investments in land, buildings, and improvements, and machinery and equipment at cost.
Depreciation on plant and equipment is calculated on the straight-line method over the estimated uselful lives of the assets.
Useful lives are 3-12 years for machinery and equipment, and 30-40 years for buildings and improvements.

(9) Goodwill

The Company conducts a formal impairment test of goodwill on an annual basis and between annual tests if an event
occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying
value. The Company performs its test as of September 30 of each year using a discounted cash flow analysis that requires
that certain assumptions and estimates be made. No impairment of goodwill was identified through the performance of the
annual impairment tests during the years ended September 30, 2006, 2005 and 2004.
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(h) impairment of Long-lived Assets

The Company reviews whether events or circumstances subsequent to the acquisition of any long-lived assets have
occurred that indicate the remaining estimated useful lives of those assets may warrant revision or that the carrying value of
those assets may not be recoverable. No such events or circumstances were identified during the years ended
September 30, 2006, 2005 and 2004, If events or circumstances indicate that the long-lived assets should be reviewed for
possible impairment, the Company uses projections to assess whether future cash flows on a nondiscounted basis related
to the tested assets is likely to exceed the recorded carrying amount of those assets, to determine if a write down is
appropriate. Should an impairment be identified, a loss would be recorded to the extent that the carrying value of the
impaired assets exceeds their fair values as determined by valuation techniques appropriate in the circumstance, which
could include the use of simitar projections on a discounted basis.

(i} Income Taxes

The Company does not pay United States Federal income taxes, except for its wholly-owned domestic C-Corporation
subsidiary. Federal taxes are generally paid by the members of EGS. The Company does pay some state income taxes in
those states that do not follow the Federal treatment of a Limited Liability Corporation {LL.C) and foreign taxes are paid on
income attributable to the foreign entities. Income taxes paid during the years ended September 30, 2006, 2005 and 2004
were $6,604, $6,917 and $3,829, respectively.

{j) Financial Instruments

For derivative instruments designated as a cash flow hedge, the gain or loss on the derivative is deferred as a separate
component of accumulated other comprehensive income {loss) until recognized in earnings with the underlying hedged
item. For derivative instruments designated as a fair value hedge, the gain or loss on the derivative and the offsetting gain or
loss on the hedged item are recognized immediately in earnings. For derivative instruments that do not qualify for hedge
accounting, the fair value of the derivative instrument is recorded as an asset or liability on the consolidated balance sheets,
with changes in fair value recorded in the consolidated statements of income.

(k) Warranty

The Company’s product warranties are competitive for the markets in which it operates. Warranty generally extends for
a period of one year from the date of sale. Provisions for warranty are primarily determined based on historical warranty
costs as a percentage of sales adjusted for specific problems that may arise. Product warranty expense is less than 1% of
sales.

() Stock-based Compensation

Stock-based compensation awards and options to purchase common stock of Emerson are issued to certain
employees of the Company. Effective October 1, 2002 Emerson adopted the fair value method provisions of SFAS No. 123,
Accounting for Stock-based Compensation. Under the Standard's prospective method of adoption, options granted,
modified or settled after September 30, 2002 are expensed based on their fair value at the date of grant over the vesting
period. Previously, Emerson accounted for options granted pursuant to Accounting Principles Board Opinion No. 25, and no
expense was recognized. Effective July 1, 2005, Emerson adopted SFAS No. 123 (revised 2004), “Share-Based Payment”
(SFAS 123R), under the standard’s modified prospective method. Compensation costs relating to the grant of these awards
are recorded in the Company's consolidated statements of income with a corresponding credit to equity, representing
Emerson’s capital contribution. Stock-based compensation had an immaterial impact on the Company's financial
statements for the years ended September 30, 2006, 2005 and 2004.

{m) Revenue Recognition

The Company recognizes all of its revenues through the sale of manufactured products and records sales as products
are shipped, title and risk of loss passes to the customer, and collection is reasonably assured.

The Company records amounts bilied to a customer for shipping and handling fees in a sales transaction as revenue.
Shipping and handling fees of $3,724, $3,494 and $3,644 for the years ended September 30, 2006, 2005 and 2004,
respectively, are included in seliing, general, and administrative expenses.
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{n) Use of Estimates

Management of the Company has made a number of estimates and assumptions relating to the reporting of assets and
liabilities and the disclosure of contingent assets and liabilities to prepare these financial statements in conformity with
accounting principles generally accepted in the United States of America. Actual results could differ from those estimates.

{o) Research and Development

Research and Development costs are charged to expense as incurred. These costs were $1,094, $1,079 and $1,066 for
the years ended September 30, 2006, 2005 and 2004, respectively.

(p) Other deductions, net

COther deductions, net are summarized as follows:

2006 2005 2004

Litigation COStS. . ..ottt e e 1,419 20,326 14,034
Rationalization of Operations . ........v it i i e 2,560 2,735 1,243
01 = I 187 481 342

1| R I 4,166 23,542 15,619

(2) Related-party Transactions

The Company has entered into a service agreement with Emerson for corporate management services. For the years
ended September 30, 2006, 2005 and 2004, the management fee for such services was a fixed percentage of net sales and
was $3,239, $2,879 and $2,569, respectively. In addition, the Company participates in Emerson-sponsored programs for
services such as insurance, freight, benefits administration, legal, workers compensation, tax consultation, and other
administrative support. The amount paid for these services for the years ended September 30, 2006, 2005 and 2004, was
approximately $27,190, $30,369 and $27,049, respectively. Also, at September 30, 2006 and 2005, the Company had
payables to Emerson totaling $585 and $607, respectively, and at September 30, 2006 and 2005 held (borrowed) ($1.111)
and $13,486 pooled cash at Emerson earning interest of 5.34 % and 3.4% annually. Net interest received (paid) from
members for the fiscal years ended September 30, 2008, 2005 and 2004, was ($640}, $156 and $51, respectively.

The Company had a lease agreement with SPX Corporation to use a general manufacturing, warehousing, and
administration facility in Connecticut with annual rent payments of $228. The lease was terminated in December 2006.

{3) Financial Instruments

The Company selectively uses derivative financial instruments to manage commodity prices and currency exchange
risk. The Company does not hold derivatives for trading purposes. No credit loss is anticipated as the counter parties to
these agreements are major financial institutions with high credit ratings.

As part of its hedging strategy, the Company utilizes forward exchange contracts to minimize the impact of currency
and commodity price fluctuations on transactions, cash flows, and firm commitments. The Company had notional amounts
of approximately $18,258 and $7,239 of currency contracts and $13,559 and $6,674 of commodity contracts outstanding as
of September 30, 2006 and 2005, respectively. These contracts for the sale or purchase of Canadian and other currencies
and the purchase of copper and other commodities generally mature within 12 to 18 months.

Fair values of the Company’s financial instruments are estimated by reference to quoted prices from market sources
and financial institutions, as well as other valuation techniques. The fair values of the Company’s commodity derivatives are
marked to market through the consolidated statements of income. At September 30, 2006, the fair value of the Company's
commodity derivatives of $4,972 was recorded as a reduction of cost of goods sold in 2006. The fair value of commodity
derivatives at September 30, 2005 approximated their carrying value. The estimated fair values of the Company’s other
classes of financial instruments, including foreign currency derivatives, approximated the related carrying values as of
September 30, 2006 and 2005.
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{4) Retirement Plans

The Company has pension plans and other postretirement benefit plans covering substantially all of its employees. The

Company's pension and retiree health care and life insurance benefit plans are described below.

Pension and other postretirement benefit costs included the following components for 2006, 2005 and 2004:

Other

Pension benefits postretirement benefits

2006 2005 2004 2006 2005 2004

Service COSt . . ..o $2057 $1,714 $1.701 $ 106 $ 119 $ 129
Interestcost . . ... L 1,631 1,486 1,256 405 432 498
Expected returnonplanassets............................ (1,254) (1,033} {890} —_ — —
Amortization of prior servicecosts .., .......... .. ... 25 53 53 18 — —
Amortizationofnetloss ............ ... .. ... .. ... .. 813 265 241 173 249 155
Net periodic pension and other postretirement benefitcosts .  $ 3272 $2485 $2361 $ 702 $ 800 $ 782

A reconciliation of the changes in the plans’ benefit obligations and fair value of assets for the years ended
September 30, 2006 and 2005, and a statement of the funded status as of September 30, 2006 and 2005 for the Company's

domestic benefit plans follows:

Other
postretirement
Penslon benefits beneflts
2006 2005 2006 2005
Reconciliation of benefit obligation:
Benefit obligationatOctober 1 ....... ... ... .0 i $29245 $22323 $7670 $ 8,593
SBIVICE COSt . . e 2,057 1,714 108 119
IMterest COSt . ... e 1,631 1,486 405 432
Participants' contributions .. ......... ... — — — —_
Plam amendments . . ... ... 122 — 189 —
Actuanial 1088 . . ... e e e {7,053) 4,401 602 100
Benefit payments. . ... ... (BOB) (679) (714 (1,574)
Projected benefit obligation at September30............ ... ... . ... .. $25,194 $ 29245 §$8,258 $ 7,670
Reconciliation of fair value of plan assets:
Fairvalue of plan assets at October 1 ... ... ... ..o, $14984 $11923 § — $ —
Actual return on plan assets. . ... ... i e 671 824 — —
Employer contributions. ... ... .. oo 3,134 2,916 714 1,574
Benefit payments. .. ... .. {808} {679) {714y (1,574)
Fair value of plan assets at September30. .. ......... ... ... ... 0. .. $17981 $14984 § — § —

Funded status:

Funded status at September30 ............... ... . i $(7,.213) $(14,261)

$(8,258) $(7,670)

Unrecognized prior ServiCe ........ ...t '+ 288 191 189 —
Unrecognized actuarnial 10SS. ... ... ... oo 2,639 9,922 2,321 1,910
Accrued benefitcost............. .. $(4,286) $ (4,148) $(5,748) $(5,760)
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The measurement date for the Company's pension plans and other postretirement plans is June 30, 2006 and
September 30, 2008, respectively.

The amounts recognized in the Company's consolidated balance sheets as of September 30 were as follows:

Other postretirement

Pension benefits benetits
2006 2005 2006 2005
Accrued DEnefit. . . ...t e e e $(5,773) $(8,951) 3$(5748) $(5760)
Prepaidbenefitcost ....... ... ..o i 19 126 — —
Intangible @asset. .. ... ... . e 125 191 — —
Accumulated other comprehensiveincome ... ... ... o 1,343 4,486 — —
Net amount recognized ... ..o in e i e $(4,286) $ (4,148) $(5,748) $(5,760)
Accumulated benefit obligation. . ......... ... $22,316 $23,809 N/A N/A

Prior service costs are amortized on a straight-line basis over the average remaining service period of active
participants. Accumulated gains and losses in excess of 10% of the greater of the projected benefit obligation or the
market-related value of assets are amortized over the remaining service period of active plan participants.

Pension benefits
2006 2005 2004

Weighted average assumptions used to determine net pension expense:

[T Tor o L0 0 = |1 TS OO P 525% 6.25% 6.00%
Expectedreturnonplan assets. . ... ... .. 8.00% 850% B8.50%
Rate of COMPENSAtiON INCTEASE. . . .. .. i e it aa e ee e 3.00% 3.25% 3.25%
Weighted average assumptions used used to determine benefit obligations:

0] 10 || A = {2 e 6.50% 5.25% 6.25%
Rate of cCOmMpensation INCrease. . ... ... o o i e e 3.25% 3.00% 3.25%

Effective for 2007 the discount rate for the retirement plans was adjusted to 6.5% based on the changes in market
interest rates. Effective September 30, 2007, the Company will be required to adopt the recognition and disclosure
provisions of FASB No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans {Statement
158). Statement 158 requires companies to recognize the funded status of defined benefit pension and other postretirement
plans as a net asset or liability and to recognize changes in that funded status in the year in which the changes occur
through other comprehensive income to the extent those changes are not included in the net periodic cost. The Company is
analyzing the impact of adopting Statement 158 and estimates that if its provisions were applied as of September 30, 2008, a
charge to equity of approximately $5,000 would have been reported.

The primary objectives for the investment of pension plan assets are to secure participant retirement benefits, while
earning a reasonable rate of return. Plan assets are invested consistent with the provisions of prudence and diversification
rules of Employee Retirement Income Security Act and with a long-term investment horizon. The expected return on plan
assets assumption is determined by reviewing the investment return of the plans for the past ten years and the historical
return (since 1926) of an asset mix approximating the plan’s current asset allocation and evaluating these returns in relation
to expectations of various investment organizations to determine whether long-term future returns are expected to differ
significantly from the past. The Company’s pension plan asset allocations are as follows:

Pension benefits
2006 2005 2004 Target

Asset category
Equity SECUMEIES ... ... oo e 60% 62% 60% 55-60%
Dbt SEOUNtES . . . e e e e 38% 37% 39% 40-45%
0 131 PP 2% 1% 1 0-5%

100% 100%  100% 100%
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The Company estimates that future benefit payments for the pension plans will be as follows: $509 in 2007, $535 in
2008, $562, in 2009, $590 in 2010, $ 619 in 2011 and $3,592 in total over the five years 2012 through 2016. In 2007, the
Company expects to contribute $4,182 to the pension plans.

The Company'’s postretirement benefit obligations were determined using discount rates of 5.75%, 5.25% and 5.75% for
2006, 2005 and 2004, respectively. The health care cost trend rate for 2007 was 10.0%, declining to 5% in the year 2016. The
health care cost trend rate for 2006 and 2005 for benefits was assumed to be 9.5% gradually declining to 5% in 2014 and to
remain at that level thereafter. The health care cost trend rate assumption has a significant effect on the amounts reported. A
1% increase in the assurned health care trend rate would increase the service and interest cost components by $4 and
increase the net post retirement health care benefit obligation by $50 at September 30, 2006. A 1% decrease in the assumed
health care trend rate would decrease the service and interest cost components by $4 and decrease the net postretirement
health care benefit obligation by $50 at September 30, 2006. The Company monitors the cost of health care and life
insurance benefit plans and reserves the right to make additional changes or terminate these benefits in the future. The
Company estimates that future benefit payments for postretirement benefits will be as follows: $869 in 2007, $847 in 2008,
$773 in 2009, $764 in 2010, $815 in 2011 and $3,523 in total over the five years 2012 through 2016.

In December 2003, the Medicare Prescription Drug improvement and Modernization Act of 2003 (the Act) became law
in the United States. The Act introduces a prescription drug benefit under Medicare as well as a Federal subsidy to sponsors
of retiree health care benefit plans that provide a benefit that is at least actuarially equivalent to the Medicare benefit. The
Company has made a determination that the benefits provided under its postretirement plan are at least actuarially
equivalent to the Medicare benefit. The provisions of the Act did not have a material impact on the Company’s benefit
obligation or net periadic postretirement benefit cost.

In addition, the Company sponsors defined contribution (401K) plans to which it contributed $683, $692 and $593 in
2006, 2005 and 2004, respectively

(5) Income Taxes
For the years ended September 30, 2006, 2005 and 2004, income befare income tax expense consists of the following:

2006 2005 2004
Us....... e e e e e e e e e e e $79,514 46,225 41,447
BTN . . e 16,660 13,238 11,750

$96,174 59,463 53,197

A reconciliation of the statutory federal income tax rate to the Company’s effeclive tax rate is as follows:

2006 2005 2004

Statutory federal income tax rate. . .. ... . i 35% 35% 35%
Increases (decrease) in tax rate resulting from: :

LLC EleCtion. ... o e -35%  -35%  -35%
B M OME IS . . o it e e 1.3% 1.0% 1.0%
PO N taXES . . L 6.1% 79% 7.0%
Domestic Corporation subsidiary . ......... oo 05% -71% -3.9%
Effective taxrate ... ... .. 7.9% 18% 41%

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date. The deferred tax assets of $6,846 and $7,800 recorded
as of September 30, 2006 and 2005 primarily related to the settlement of litigation as discussed in Note 6.
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In assessing the relizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax asset will not be realized. The ultimate realization of deferred tax assets is dependent upon
the generation of future taxable income during the periods in which the temporary differences become deductible. Based
upon the level of historical taxable income and projections for future taxable income, management believes it is more fikely
than not the Company will realize the benefits of the deferred tax assets. Accordingly, no deferred tax asset valuation
allowance was recorded as of September 30, 2006 or 2005.

The members of the LLC generally pay the Federal income taxes of the LLC. The book basis of the assets at
September 30, 2006 and 2005 are approximately $5,177 and $4,076, respectively, greater than the tax basis for the same
assets.

(6) Leases

The Company has various lease agreements for offices, distribution, and manufacturing centers. These obligations
have various terms extending through 2020. Rent expense was $8,347, $7,743 and $7,607 for 2006, 2005 and 2004,
respectively.

Future minimum lease payments as of September 30, 2006, under agreements classified as operating leases with
noncancelable terms in excess of one year for the years 2007 through 2011 are: $5,496, $5,807, $3,787, $2,518, and $1,079,
respectively. Lease obligations thereafter are $3,129.

{(7) Commitments and Contingencies

The Company is involved in various claims and legal actions arising in the ordinary course of business for which there is
a range of possible outcomes. The Company accrues for such liabilities when it is probable that future costs (including legal
fees and expenses) will be incurred and such costs can be reasonably estimated.

One of the Company’s subsidiaries was involved in litigation asserting the defective operation of one of its heating cable
products. These lawsuits were settled in June 2005 and November 2005 and approved by the courts shortly thereafter. The
estimated costs of the settlement agreements were recorded in other deductions, net in the consolidated statements of
income. The costs of the settlernent agreements are based upon estimates of the actual costs to be incurred, among other
factors. Actual results could differ from those estimates, changes in which are recorded in the consolidated statements of
income in the period in which such charges occur.

The Company believes at September 30, 2006 that there were no known contingent liabilities that will have a material
adverse effect on the Company’s consolidated financial position, results of operations, or liquidity.
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ITEM 8. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure
None. ‘

ITEM 9A. Controls And Procedures
Disclosure Controls and Procedures

SPX management, including the Chief Executive Officer and Chief Financial Officer, have conducted an evaluation of
the effectiveness of disclosure controls and procedures, pursuant to Exchange Act Rule 13a-15(b), as of December 31,
2006. Based on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls
and procedures are effective and no changes are required at this time.

Changes in Internal Control Over Financial Reporting

In connection with the evaluation by SPX management, including the Chief Executive Officer and Chief Financial Officer,
of our internal contro! over financial reporting, pursuant to Exchange Act Rule 13a-15(d), no changes during the quarter
ended December 31, 2006 were identified that have materially affected, or are reasonably likely to materially affect, our

internal control over financial reporting.

Management’s Report On Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting. Our
internal control framework and processes were designed to provide reasonable assurance to management and the Board of
Directors regarding the reliability of financial reporting and the preparation of our consolidated financial statements for
external purposes in accordance with accounting principles generally accepted in the United States of America.

Our internal control over financial reporting includes those policies and procedures that:

» Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of our assets;

 Provide reasonable assurance that transactions are recorded properly to allow for the preparation of financial
statements in accordance with generally accepted accounting principles, and that our receipts and expenditures
are being made only in accordance with authorizations of our management and Directors; and

» Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of our assets that could have a material effect on the consolidated financial statements.

Because of its inherent limitations, a system of internal control over financial reporting can provide only reasonable
assurance and may not prevent or detect misstatements. Further, because of changing conditions, effectiveness of internal
control over financial reporting may vary over time.

Management assessed the effectiveness of our internal control over financial reporting and concluded that, as of
December 31, 2006, such internal control is effective. In making this assessment, management used the criteria set forth by
the Committee of Sponsoring Organizations of the Treadway Commission (“COSO") in Internal Control — Integrated
Framework.

Our management's assessment of the effectiveness of our internal control over financial reporting as of December 31,
2006 has been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report
included in this Form 10-K.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and Board of Directors of SPX Corporation:

We have audited management’s assessment, included in the accompanying Management’s Report on Internal Control
over Financial Reporting, that SPX CORPORATION AND SUBSIDIARIES (the “Company”) maintained effective internal
control over financial reporting as of December 31, 2006, based on criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponscring Organizations of the Treadway Commission. The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on management's
assessment and an opinion on the effectiveness of the Company’s intermal control over financial reporting based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Beard (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluating the
design and operating effectiveness of internal control, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the
company’s principal executive and principal financial officers, or persons performing similar functions, and effected by the
company's board of directors, management, and other personnel to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company's internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a materiat effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected
on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to
future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

In our opinion, management’s assessment that the Company maintained effective internal control over financial
reporting as of December 31, 20086, is fairly stated, in all material respects, based on the criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Also
in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2006, based on the criteria established in Internal Control — Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States}, the consolidated financial statements as of and for the year ended December 31, 2006 of the Company and our
report dated March 1, 2007 expressed an unqualified opinion on those financial statements, and included an explanatory
paragraph relating to the adoption of new accounting standards.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
March 1, 2007
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ITEM 9B. Other Information
Not applicable.
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PART 1
ITEM 10. Directors, Executive Officers and Corporate Governance
Directors of the company.
This information is included in our definitive proxy statement for the 2007 Annual Meeting of Stockholders under the

heading “Election of Directors” and is incorporated herein by reference.

{b} Executive Officers of the company.

()

(d)

{e)

Christopher J. Kearney, 51, was named President, Chief Executive Officer and a director in December 2004. He joined
SPX in February 1997 as Vice President, Secretary and General Counsel and an officer of the company. He had
previously served as Senior Vice President and General Counsel of Grimes Aerospace Company.

Patrick J. O’Leary, 49, was named Executive Vice President, Treasurer and Chief Financial Officer in December 2004.
He joined SPX in September 1996 as Vice President, Finance, Treasurer and Chief Financial Officer and an officer of the
company. He had previously served as Chief Financial Officer and a director of Carlisle Plastics, Inc. Mr. O'Leary is a
director of Pulte Homes, Inc.

Robert B. Foreman, 49, was named Executive Vice President, Human Resources and Asia in December 2005. He
joined SPX Corporation in April 1999 as Vice President, Human Resources and an officer of the company. Praviously he
spent 14 years with PepsiCo, most recently serving as Vice President Human Resources for Frito-Lay International.

Don L. Canterna, 56, was named Segment President, Flow Technology and an officer in August 2005. He joined SPX in
2001 when SPX acquired United Dominion Industries, where he had been General Manager of Waukesha Cherry-Burrel|
since 1997. He was promoted to President of Waukesha Cherry-Burrell in 2001 and was named President of SPX
Process Equipment in 2003 when Waukesha Cherry-Burrell, Lightnin and Bran+Luebbe were consolidated.

David A. Kowalski, 48, was named Segment President, Test and Measurement and an officer in August 2005. He
joined SPX in 1999 as the Vice President and General Manager of Tools and Equipment at Service Solutions and was
named President of Service Solutions in 2004. Before joining SPX he held positions with American National Can
Company, J.I. Case, Picker International and Wamer Swasey.

Kevin L. Lilly, 54, was named Vice President, Secretary and General Counsel in December 2005 and Senior Vice
Fresident in December 2006. Mr. Lilly joined SPX in 2003 as General Counsel for the company's publicly traded
subsidiary, Inrange Technologies Corporation. After the sale of Inrange, he was Group General Counsel for the
technical and industrial systems businesses and Associate General Counsel for SPX business operations. Previously,
Mr. Lilly served as partner at Archer & Greiner, partner at Jamieson, Mcore, Peskin & Spicer, and Staff Attorney for the
United States Court of Appeals for the Seventh Circuit in Chicago.

Sharon Jenkins, 48, joined SPX as Vice President, Chief Marketing Officer and an officer of the company in
October 2006. Ms. Jenkins joined SPX from SCANA Corporation where she was Senior Vice President, Marketing,
Communications and Strategy. She joined SCANA in 2003 after serving as Vice President and Director of Marketing for
Motorola Semiconductor Products Sector. Previously, Ms. Jenkins held senior marketing positions with a number of
telecommunications providers, including PrimeCo Personal Communications, AT&T Wireless Services and McCaw
Communications.

Jim Peters, 51, was named Vice President, Operations in November 2006 and an officer of the company in
December 2006, He is responsible for driving the company's operational excellence initiatives, including lean
manufacturing and supply chain management. He continues to serve as President of SPX Product Solutions Group. He
joined SPX Contech in 1983 and prior to becoming president held a variety of positions in operations, sales and
business development.

Information regarding our Audit Committee and Nominating and Governance Committee is set forth in our definitive
proxy statement for the 2007 Annual Meeting of Stockholders under the headings “Corporate Governance” and “Board
Committees” and is incorporated herein by reference.

Section 16(a) Beneficial Ownership Reporting Compliance.

This information is included in our definitive proxy statement for the 2007 Annual Meeting of Stockhoiders under the
heading “Section 16(a} Beneficial Ownership Reporting Compliance” and is incorporated herein by reference.

Code of Ethics.

This infarmation is included in our definitive proxy statement for the 2007 Annual Meeting of Stockholders under the
heading “Corporate Governance” and is incorporated herein by reference.

109




ITEM 11. Executive Compensation

This information is included in our definitive proxy statement for the 2007 Annual Meeting of Stockholders under the
headings “Executive Compensation” and “Director Compensation” and is incorporated herein by reference.
ITEM 12. Security Ownership Of Certain Beneficial Owners And Management And Related Stockholder Matters

This information is included in our definitive proxy statement for the 2007 Annual Meeting of Stockholders under the
headings “Ownership of Common Stock” and “Equity Compensation Plan Information” and is incorporated herein by
reference.

ITEM 13. Certain Relationships And Related Transactions, and Director Independence

This information is included in our definitive proxy statement for the 2007 Annual Meeting of Stockholders under the

heading “Corporate Governance” and is incorporated herein by reference.
ITEM 14. Principal Accountant Fees And Services

This information is included in our definitive proxy statement for the 2007 Annual Meeting of Stockholders under the
heading “Ratification of the Appointment of Independent Public Accountants” and is incorporated herein by reference.
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PART IV
ITEM 15. Exhibits And Financial Statement Schedules
The following documents are filed as part of this Form 10-K:
1. All financial statements. See Index to Consolidated Financial Statements on page 41 of this Form 10-K,
2. Financial Statement Schedules. None required. See page 41 of this Form 10-K.
3. Exhibits. See Index to Exhibits.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized on this 27th day of
February, 2007, '

SPX CORPORATION
{Registrant)

By /8! PATRICK J. O'LEARY
Patrick J. O’Leary
Executive Vice President,
Treasurer and Chief Financial Officer

POWER OF ATTORNEY

The undersigned officers and directors of SPX Corporation hereby severally constitute Christopher J. Kearney and
Patrick J. O’'Leary and each of them singly our true and lawful attorneys, with full power to them and each of them singly, to
sign for us in our names in the capacities indicated below the Annual Report on Form 10-K filed herewith and any and all
amendments thereto, and generally do all such things in our name and on our behalf in our capacities as officers and
directors to enable SPX Corporation to comply with the provisions of the Securities and Exchange Commission, hereby
ratifying and confirming our signatures as they may be signed by our said attorneys, or any one of them on the Annual
Report on Form 10-K and any and all amendments thereto.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities indicated on this 27th day of February, 2007.

/s/ CHARLES E. JOHNSON || /s/ CHRISTOPHER J. KEARNEY
Charles E. Johnson Il Christopher J. Kearney
Chairman of the Board President and Chief Executive Officer
/s/ PATRICK J. O’LEARY {s/ KERMIT CAMPBELL
Patrick J. O’Leary Kermit Campbell
Executive Vice President, Treasurer and Director

Chief Financial Officer

/s/ SaRAH R. COFFIN /s/ DavID P. WILLIAMS
Sarah R. Coffin David P. Williams
Director Director
/s{ EMERSON U. FULLWOOD /s/ MICHAEL J. MANCUSO
Emerson U. Fullwood Michael J. Mancuso
Director Director

/s MICHAEL A. REILLY
Michael A. Reilly J. Michael Fitzpatrick
Vice President, Corporate Controller and Director
Chief Accounting Officer

Albert A. Koch
Director
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Item No.

INDEX TO EXHIBITS

Description

2.1

2.2

23

24

31

3.2

3.3

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

49

*10.1

International Share Sale Agreement dated October 28, 2004, between Bomag Holding GmbH, Bomag
U.L.M. GmbH, Radiodetecticn Limited, SPX Corporation and Fayat SA., incorporated herein by reference
from our Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 (file no. 1-6948).

Purchase and Sale Agreement, dated November 15, 2004 by and among the Company, Edwards
Systems Technology, Inc., GSBS Development Corporation, Ziton (Pty) Limited, SPX Canada Partner |
Co., SPX Canada (GP), Maxivox, Inc., SPX Australia Pty. Ltd., GE and General Electric Canada,
incorporated herein by reference from our Current Report on Form 8-K filed on November 18, 2004 (file
no. 1-6948).

Purchase Agreement, dated as of January 19, 2005, by and amang the Company, Kendro GP i, LLC,
SPX Europe GmbH, General Signal Irefand B.V., and GSLE Development Corporation and Thermo and
Thermo Electron (Oberhausen) GmbH, incorporated herein by reference from our Current Report on
Form 8-K filed on January 21, 2005 (file no. 1-6948).

Amendment to Purchase Agreement, dated as of May 6, 2005, by and among SPX Corporation, Kendro
GP il, LLC, SPX Europe GmbH, General Signal {reland B.V., and GSLE Development Corporation and
Thermo, Thermo Electron {Oberhausen) GmbH, Thermo Electron SA, and Thermo Electron
Beteiligungsverwaltungs GmbH, incorporated herein by reference from our Current Report on

Form 8-K/A filed on May 16, 2005 (file no. 1-6948).

Restated Certificate of Incorporation, as amended, incorporated herein by reference from our Quarterly
Report cn Form 10-Q for the quarter ended June 30, 2002 (lile no. 1-6948).

Certificate of Ownership and Merger dated April 25, 1988, incorporated herein by reference from our
Annual Report on Form 10-K for the year ended December 31, 1988 (file no. 1-6948).

By-Laws as amended and restated effective April 1, 2003, incorporated herein by reference from our
Quarterly Report on Form 10-Q for the quarter ended March 31, 2003 (file no. 1-6948).

Form of Senior Indenture, incorporated herein by reference from our Form S-3 Registration Statement
(No. 333-68652) filed on August 29, 2001,

Form of Subordinated Indenture, incorporated herein by reference from our Form S-3 Registration
Statement (No. 333-68652) filed on August 29, 2001.

Form of Debt Security, incorporated herein by reference from our Form S-3 Registration Statement
{No. 333-68652) filed on August 29, 2001.

Indenture between SPX Corporaticn and JPMorgan Chase Bank, as Trustee, dated as of December 27,
2002, incorporated herein by reference from our Current Report on Form 8-K filed on January 3, 2003
{file no. 1-6948).

First Supplemental Indenture between SPX Corporation and JPMorgan Chase Bank, as Trustee, dated
as of December 27, 2002, incorporated herein by reference from our Current Report on Form 8-K filed on
January 3, 2003 (file no. 1-6948). '

Second Supplemental indenture between SPX Corperation and JPMcrgan Chase Bank, as Trustee,
dated as of June 18, 2003, incorporated herein by reference from our Current Report on Form 8-K filéd
on June 18, 2003 (file no. 1-6948}.

Third Supplemental Indenture, dated as of March 24, 2005, between SPX Corporation and JPMorgan
Chase Bank, N.A. ({f/k/a JPMorgan Chase Bank}, as trustee, incorporated herein by reference from our
Current Report on Form 8-K/A filed on November 7, 2005 (file no. 1-6948).

Fourth Supplemental indenture, dated as of March 24, 2005, between SPX Corporation and JPMorgan
Chase Bank, N.A. (f/k/a JPMorgan Chase Bankj}, as trustee, incorporated herein by reference from our
Current Report on Form 8-K/A filed on November 7, 2005 (file no. 1-6948).

Copies of the instruments with respect to our other long-term debt are available to the Securities and
Exchange Commission upon request.

SPX Corporation Retirement Plan for Directors, as amended and restated, incorporated herein by
reference from our Amendment No. 1 on Form 8 to the Annual Report on Form 10-K for the year ended
December 31, 1988 (file no. 1-6948).




Item No.
*10.2

*10.3

*10.4

*10.5

*10.6

*10.7

*10.8

*10.9

*10.10

*10.11

10.12

*10.13

*10.14

*10.15

*10.16

*10.47

*10.18

*10.19

Description

SPX Corporation Suppiemental Individual Account Retirement Plan, incorporated herein by reference
from our Annual Report on Form 10-K for the year ended December 31, 2005 (file no. 1-6948).

SPX Corporation Supplemental Retirement Savings Plan, incorporated herein by reference from our
Annual Report on Form 10-K for the year ended December 31, 2005 (file no. 1-6948).

SPX Corporation 1997 Non-Employee Director's Compensation Plan, incorporated herein by reference
from Exhibit A to the Proxy Statement contained in our Schedule 14A filed on March 25, 1997 (file no.
1-6948).

Stock Option Award dated as of May 10, 1999 between SPX Corporation and Robert B. Foreman,
incorporated herein by reference from our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2000 (file no. 1-6948).

Stock Option Award dated as of August 26, 1998 between SPX Corporation and Christopher J. Kearney,
incorporated herein by reference from our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2000 (file no. 1-6948).,

Stock Option Award dated as of April 23, 1997 between SPX Corporation and Patrick J. O'Leary,
incorporated herein by reference from our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2000 (file no. 1-6948).

Stock Option Award dated as of June 23, 1999 between SPX Corporation and Patrick J. O'Leary,
incorporated herein by reference from our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2000 (file no. 1-6948).

Stock Option Award dated as of December 10, 1997 between SPX Corporation and Thomas J. Riordan,
incorporated herein by reference from our Quarterlty Report on Form 10-Q for the quarter ended
September 30, 2000 (file no. 1-6948).

Nonqualified Stock Option Agreement dated as of October 14, 1996 between SPX Corporation and
Patrick J. O'Leary, incorporated herein by reference from our Quarterly Report on Form 10-Q for the
quarter ended September 30, 2000 (file no. 1-6948).

Form of Loan Note (Primary Residence) for certain executive officers, incorporated herein by reference
from our Annual Report on Form 10-K for the year ended December 31, 2001 (file no. 1-6948).

Amended and Restated Deferred Gompensation Plan of United Dominion Industries, Inc., effective as of
May 24, 2001, incorporated herein by reference from our Annual Report on Form 10-K for the year ended
December 31, 2001 (file nc. 1-6948).

SPX Corporation 2002 Stock Compensation Plan, as amended and restated, incorporated herein by
reference from our Quarterly Report on Form 10-Q for the quarter ended June 30, 2002 (file no. 1-6948).

Form of Restricted Stock Agreement under the SPX Corporation 2002 Stock Compensation Plan,
incorporated herein by reference from our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004 (file no. 1-6948).

Form of Restricted Stock Agreement under the SPX Corporation 2002 Stock Compensation Plan,
incorporated herein by reference from our Current Report on Form 8-K filed on January 6, 2005 (file no.
1-6948).

Amendment to the SPX Carporation 1997 Non-Employee Directors’ Compensation Plan, incorporated
herein by reference from our Current Report on Form 8-K filed on March 1, 2005 (file no. 1-6948).

SPX Corporation 2005 Non-Employee Directors’ Compensation Plan, incorporated herein by reference
from our Current Report on Form 8-K filed on March 1, 2005 (file no. 1-6948).

Employment Agreement between SPX Corporation and Christopher J. Kearney executed on
February 28, 2005, incorporated herein by reference from our Current Report on Form 8-K filed on
March 1, 2005 (file no. 1-6948).

Employment Agreement between SPX Corporation and Patrick J. O'Leary executed on February 28,
2005, incorporated herein by reference from our Current Report on Form 8-K filed on March 1, 2005 (file
no. 1-6948).




Item No.
*10.20

*10.21

*10.22

*10.23

*10.24

*10.25

*10.26

*10.27

*10.28

*10.28

*10.30

*10.31

*10.32

*10.33

*10.34

*10.35

*10.36

10.37

*10.38

Description

Employment Agreement between SPX Corporation and Thomas J. Riordan executed on February 28,
2005, incorporated herein by reference from our Current Report on Form 8-K filed on March 1, 2005 (file
no. 1-6948).

Employment Agreement between SPX Corporation and Robert B. Foreman executed on February 28,
2005, incorporated herein by reference from our Current Report on Form 8-K filed on March 1, 2005 (file
no. 1-6948).

SPX Corporation Retirement Health Plan for Top Management, incorporated herein by reference from our
Annual Report on Form 10-K for the year ended December 31, 2004 {file no. 1-6948).

Executive Change of Control Agreement between SPX Corporation and Christopher J. Kearney dated
February 15, 1999, incorporated herein by reference from our Annual Report on Form 10-K for the year
ended December 31, 2004 (file no. 1-6948).

Executive Change of Control Agreement between SPX Corparation and Patrick J. O'Leary dated
February 15, 1999, incorporated herein by reference from our Annual Report on Form 10-K for the year
ended December 31, 2004 (file no. 1-6948).

Executive Change of Control Agreement between SPX Corporation and Robert B. Foreman dated
May 10, 1999, incorporated herein by reference from our Annual Report on Form 10-K for the year ended
December 31, 2004 (file no. 1-6948).

Executive Change of Control Agreement between SPX Corporation and Thomas J. Riordan dated
February 15, 1899, incorporated herein by reference from our Annual Report on Form 10-K for the year
ended December 31, 2004 (file no. 1-6948).

Supplemental Form of Restricted Stock Agreement under the SPX Corporation 2002 Stock
Compensation Plan, incorporated herein by reference from our Current Report on Form 8-K filed on
March 1, 2005 (file no. 1-6948).

SPX Corporation Supplemental Retirement Plan for Top Management, as amended, incorporated herein
by reference from our Current Report on Form 8-K filed on May 11, 2005 (file no. 6948).

SPX Corporation 2005 Executive Bonus Plan, incorporated herein by reference from our Current Report
on Form 8-K filed on June 28, 2005 (file no. 1-6948).

Amendment to the SPX Corporation 1997 Non-Employee Directors’ Compensation Plan, incorporated
herein by reference from our Current Report on Form 8-K filed on June 28, 2005 (file no. 1-6948).

Amendment to the SPX Corporation 2005 Non-Employee Directors’ Compensation Plan, incorporated
herein by reference from our Current Report on Form 8-K filed on June 28, 2005 (file no. 1-6948).

Amendment to the SPX Cerporation 2005 Non-Employee Directors' Compensation Plan, incorporated
herein by reference from our Current Report on Form 8-K filed on August 29, 2005 (file no. 1-6948).

Amendment to the SPX Corporation Supplemental Retirement Plan for Top Management, incorporated
herein by reference from our Current Report on Form 8-K filed on December 19, 2005 (file no. 1-6948).

SPX Corporation Executive Long-Term Disability Plan, incorporated herein by reference from our Current
Report on Form 8-K filed on December 19, 2005 (file no. 1-6948).

Credit Agreement among SPX Corporation, The Bank of Nova Scotia, Bank of America, N.A., Wachovia
Bank, National Association, The Bank of Nova Scotia, Deutsche Bank AG, JPMorgan Chase Bank, N.A.
and the lenders party thereto, dated as of November 18, 2005, incorporated herein by reference from our
Current Report on Form 8-K filed on March 1, 2005 (file no. 1-6948).

Employment Agreement between SPX Corporation and Don L. Canterna dated as of December 21, 2005,
incorporated herein by reference from our Current Report on Form 8-K filed on December 28, 2005 (file
no. 1-6948).

Employment Agreement between SPX Corporaticn and David A. Kowalski dated as of December 21,
2005, incorporated herein by reference from our Current Repert on Form 8-K filed on December 28, 2005
{file no. 1-6848}.

Change-of-Control Severance Agreament between SPX Corporation and Don L. Canterna dated as of
December 21, 2005, incorporated herein by reference from our Current Report an Form 8-K filed on
December 28, 2005 (file no. 1-6948).
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*10.40

*10.41
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*10.43

*10.44
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*10.47

*10.48

*10.49

*10.50

*10.51

*10.52
*10.53

*10.54

*10.55

*10.56

Description

Change-of-Control Severance Agreement between SPX Corporation and David A. Kowalski dated as of
December 21, 2005, incorporated herein by reference from our Current Report on Form 8-K filed on
December 28, 2005 (file no. 1-6948). '

Amendments to Employment Agreements Regarding Vacation Accrual Between SPX Corporation and
each of Christopher Kearney, Patrick O’Leary, Robert Foreman and Thomas Riordan dated as of
December 21, 2005, incorporated herein by reference from our Current Report on Form 8-K filed on
December 28, 2005 (file no. 1-6948).

Amendments to Change-of-Control Severance Agreements to Conform Bonus Plan References between
SPX Corporation and each of Christopher Kearney, Patrick O’Leary, Robert Foreman and Thomas
Riordan dated as of December 21, 2005, incorporated herein by reference from our Current Report on
Form 8-K filed on December 28, 2005 (file no. 1-6948).

Employment Agreement between SFX Corporation and Kevin Lilly, executed on January 6, 2006,
incorporated herein by reference from our Current Report on Form 8-K filed on January 6, 2006 (file
no. 1-6948),

Relocation Agreement between SPX Corporation and Kevin Lilly, executed on January 6, 2006,
incorporated herein by reference from our Current Report on Form 8-K filed on January 6, 2006 (file
no. 1-6948).

Change-of-Control Severance Agreement between SPX Corporation and Kevin Lilly, executed on
January 6, 2008, incorporated herein by reference from our Current Report on Form 8-K filed on
January 6, 2006 (file no. 1-6948).

Amendments to Employment Agreements regarding Retiree Medical Benefits between SPX Corporation
and each of Christopher Kearney, Patrick O'Leary, Robert Foreman and Thomas Riordan, dated as of
February 2, 2008, incorporated herein by reference from our Current Report on Form 8-K filed on
February 6, 2006 {file no. 1-6948).

Amendments to Employment Agreements regarding Retiree Medical Benefits between SPX Corporation
and each of Don Canterna and David Kowalski, dated as of February 2, 2006, incorporated herein by
reference from our Current Report on Form 8-K filed on February 8, 2006 (file no. 1-6948).

Amendment to SPX Corporation Supplemental Retirement Plan for Top Management, incorporated
herein by reterence from our Current Report on Form 8-K filed on February 24, 2006 {file no. 1-6948).

SPX 2006 Executive Bonus Plan, incorporated herein by reference from our Current Report on Form 8-K
filed on February 24, 2006 (file no. 1-6948).

Amendment to Restricted Stock Agreement Regarding Performance Measurement Periods, dated as of
February 24, 20086, between the Company and each of Christopher Kearney, Patrick O’Leary, Robert
Foreman, Thomas Riordan, Kevin Lilly, Don Canterna and David Kowalski, incorporated herein by
reference from our Current Reportt on Form 8-K filed on February 24, 2006 (file no. 1-6948).

Amendment to SPX Corporation 2005 Non-Employee Directors’ Compensation Plan, incorporated herein
by reference from our Current Report on Form 8-K filed on February 24, 2006 (file no. 1-6948).

Armendment to SPX Corporation 2002 Stock Option Plan, incorporated by reference from our Annual
Report on Form 10-K for the year ended December 31, 2005 (file no. 1-6948).

Form of Restricted Stock Unit Agreements Under the 2002 Stock Compensation Plan.

Employment Agreement between SPX Corporation and Sharon Jenkins, executed on October 3, 2006,
incorporated herein by reference from our Current Report on Form 8-K filed on October 6, 2006 (file no.
1-6948).

Relocation Agreement between SPX Corporation and Sharon Jenkins, executed on October 3, 2006,
incorporated herein by reference from our Current Report on Form 8-K filed on October 6, 2006 (file no.
1-6948).

Change-of-Control Severance Agreement between SPX Corporation and Sharon Jenkins, executed on
October 3, 2008, incorporated herein by reference from our Current Report on Form 8-K filed on
October 6, 2006 (file no. 1-6948).

Employment Agreement between SPX Corporation and James Peters, executed on February 22, 2007.

——
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*10.57

*10.58

*10.59

*10.60

*10.61

*10.62

*10.63

*10.64

*10.65

*10.66
1.1

211
2341
23.2
241
31.1
32.1

Description

Change-of-Controt Severance Agreement between SPX Corporation and James Peters, executed on
January 22, 2007,

Amendment to SPX Corporation Supplemental Retirement Plan for Top Management.

Form SPX Corporation Confidentiality and Non-Competition Agreement for Executive Officers,
incorporated herein by reference from our Current Report on Form 8-K filed on October 6, 2006 ffile no.
1-6948).

Separation Agreement between SPX Corporation and Thomas Riordan, executed on November 10,
20086, incorporated herein by reference from our Current Report on Form 8-K filed on November 13, 2006
{file no. 1-6948)

2002 Stock Compensation Plan {As Amended and Restated), incorporated herein by reference to
Appendix C of our definitive proxy statement for our 2006 Annual Meeting of Stockholders, filed April 13,
2006 (file no. 1-6948).

Executive Annual Incentive Plan, incorporated herein by reference to Appendix C of our definitive proxy
statement for our 2006 Annual Meeting of Stockholders, filed April 13, 2006 (file no. 1-6948).

2006 Non-Employee Directors’ Stock Incentive Plan, incorporated herein by reference to Appendix C of
our definitive proxy statement for our 2006 Annual Meeting of Stackhalders, filed April 13, 2006 {file no.
1-6948).

Form of Restricted Stock Agreement under the SPX Corporation 2006 Non-Employee Directors' Stock
Incentive Plan.

Amendment to the SPX Corporation 2006 Non-Employee Directors' Stock Incentive Plan, incorporated
herein by reference to our Quarterly Report on Form 10-Q for the quarter ended September 30, 20086 (file
no. 1-6948).

Amendment to the SPX Corporation 1997 Non-Employee Directors’ Compensation Plan.

Statement regarding computation of earnings per share, See Consclidated Statements of Operations on
page 43 of this Form 10-K.

Subsidiaries.

Consent of Independent Registered Public Accounting Firm — Deloitte & Touche LLP.
Consent of Independent Registered Public Accounting Firm — KPMG LLP.

Power of Attorney (included on signature page).

Rule 13a-14{a) Certifications.

Section 1350 Certifications.

*  Denotes management contract or compensatory plan or arrangement.




EXHIBIT 31.1

Certification

|, Christopher J. Kearney, certify that:

1.

| have reviewed this annual report on Form 10-K of SPX Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based con my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(g)) and internal controf over financial reporting (as
defined in Exchange Act Rules 13a-15(f} and 15d-15({f)), for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, o ensure that matertal information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared,

b. designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reascnable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

¢. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusion about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. disclosed in this report any change in the registrant’s internal contro! over financial reporting that occurred during
the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant’s other cenrtifying officer and | have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting, which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 1, 2007 s/ CHRISTOPHER J. KEARNEY

. President and Chief Executive Officer




Certification

I, Patrick J. O’Leary, certify that:

1.

| have reviewed this annual report on Form 10-K of SPX Corporation;

2. Based on my knowledge, this report does nat contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15{f)), for the registrant and have:

a. designed such disciosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared,;

b. designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusion about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evafuation; and

d. disclosed in this report any change in the registrant’s internal contro! over financial reporting that occurred during
the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financiat reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting, which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 1, 2007 ' s/ PATRICK J. O'LEARY

Executive Vice President,
Treasurer, and Chief Financial Officer




EXHIBIT 32.1

The following statement is being made to the Securities and Exchange Commission solely for purposes of
Section 906 of the Sarbanes-Oxley Act of 2002 {18 U.S.C. 1350), which carries with it certain criminal penalties in the
event of a knowing or willful misrepresentation.

Securities and Exchange Commission
100 F. Street N.E.
Washington, DC 20549

Re: SPX Corporation

Ladies and Gentlemen:

In accordance with the-reqUirements of Section 906 ot the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350), each of the
undersigned hereby certifies that:

{i) this Annual Report on Form 10-K, for the year ended December 31, 2006, fully complies with the requirements
of section 13(a) or 15(d} of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d}}; and

(i) the information contained in this report fairly presents, in all material respects, the financial condition and
results of operations of SPX Corporation.

Dated as of this 1st day of March, 2007.

/s/ CHRISTOPHER J. KEARNEY /s/ PATRICK J. O’LEARY
Christopher J. Kearney Patrick J. O'Leary
President and Chief Exacutive Officer Executive Vice President,

Treasurer and Chief Financial Officer
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Computershare Charlotte, NC

PO Box 43069

Corporate Office

13515 Ballantyne Corporate Place
Charlotte, NC 28277
704-752-4400

WWW.SPX.COM

Annual Meeting

SPX Corporation’s Annual Meeting of
Shareholders will be held at 8:00 a.m.
Eastern time on Friday, May 4, 2007 at the
SPX corporate office, 13515 Ballantyne

Corporate Place, Charlotte, North Carolina.

Providence, Rl 02940-3069

Telephone:

Inside the United States: 877-498-8861
Qutside the United States: 781-575-2879
TDD/TTY for hearing impaired: 800-952-9245
Operatars are available Monday — Friday,
9:00 a.m. to 5:00 p.m. Eastern time. An
interactive automated system is available
around the clock every day.

Internet:
www.computershare.com

Corporate Counsel

Drinker Biddle Gardner Carton
Chicage, IL

Stock Exchange Listings

New York Stock Exchange
Symbot “SPW"

SEC and NYSE
Certifications

The certifications by our CEO and CFO
required under Section 302 of the
Sarbanes-Oxley Act of 2002 regarding the
quality of our public disclosure have been
filed as Exhibit 31.1 to the Annual Report
on Form 10-K. Our CEO made

an ungualified certification to the NYSE
with respect to our compliance with

the NYSE corporate governance listing
standards in May 2006.
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